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Government Departments and Contractors 

The Eighteenth Report of the Select Committee 
on National Expenditure is a valuable discussion and 
criticism of the methods employed by the Depart- 
ments in their dealings with war contractors. The 
form of war contracts, to which a large part of the 
report is devoted, is dealt with in the following note. 
Other aspects considered by the Committee have 
been frequently commented upon in these columns. 
It is gratifying to note, for example, that the accept- 
ance of professional auditors’ certificates to con- 
tractors’ costs, a matter to which we have devoted 
considerable attention in past months, is urged upon 
Departments by the Select Committee. “ Most firms 
of standing,”’ they state, “‘ possess highly developed 
accounting systems, often specially prepared by their 
own accountants to meet the individual needs of 
their business. . . . When such figures are available, 
they may provide valuable information upon the 
course of current costs of production; and when 
certified by auditors, could surely be accepted for the 
assessment of total allowable costs in many cases— 
subject to the right of Departments to institute inde- 
pendent cost investigation in specimen cases or in 
those presenting special features.’’ Again, the fuller 
use of small firms, which has been strenuously advo- 
cated in ACCOUNTANCY, and the speeding-up of pay- 
ments to contractors are both matters which the 
Committee consider should be put in hand by the 
Departments. They also amplify the arguments put 
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forward in the last report of the Committee (see 
page 75 of our last issue) for technical costing 
before the placing of contracts, as opposed to post- 
costing following their execution. ~ 


The Form of War Contracts 

The Select Committee is emphatic in the view that 
fixed-price contracts ‘surpass all others in securing 
efficiency and economy.” They reject the argument 
that “cost plus” contracts need to be resorted to 
for the sake of urgency: only in rare cases do they 
consider this justified. The fixed-price contract is 
indeed inelastic to a greater extent than the other 
forms of contract—therein lies its main merit—but 
when conditions are unstable and costs rising, as in 
wartime, contractors may allow for this inelasticity 
in their tender price and may safeguard themselves 
against certain contingencies by the insertion of a 
variation clause in the contract.. The cost-plus con- 
tract is severely criticised by the Committee. It has 
no other merit than simplicity; it provides no 
incentive to efficiency, economy or speed. The 
contractor is always protected by it against rising 
costs, and even though the firm which allows wasteful 
methods to become ingrained will be handicapped 
when peace returns, in general extravagance will be 
the inevitable result of this form of contract. Where 
the contract is ‘‘ cost plus a percentage profit ”’ this 


criticism is even more valid, for with every rise in 
costs, the contractor’s profit also increases. The 
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“target price contract ’’ seems to the Committee an 
improvement upon the “ cost-plus’’ contract, but 
the incentive to economy exists only when the target 
is recognised as an approximate maximum (which 
means there must have been a previous estimate of 
probable cost) and when profits are not reckoned 
as a constant percentage of costs—especially when 
the contractor’s share of profits increases as the 
realised saving in costs increases. The Committee 
would not disapprove of a cost-plus contract for the 
purely experimental phase when work is wholly 
novel in character: this may be followed by a target 
price contract as a prelude to the fixing of a fair 
price for future contracts, but there should be no 
delay in placing those contracts on a fixed-price 
basis. In a case such as this, thé cost-plus and 
target price contracts are expedients to cover a period 
during which information on costs of production can 
be collected. 


Reform on the Stock Exchange 


Lengthy negotiations and discussions have resulted 
in a large number 6f proposals put forward by the 
Stock Exchanges of London and the country. The 
proposals are in two main groups. The first group 
deals with the position of agents and the second with 
relations between the various Stock Exchanges. It 
is proposed that agents should be subject to limita- 
tions and restrictions, so that they would be confined 
to persons and firms who are able to render valuable 
services to the Stock Exchange and so establish a 
claim to rebates of commission. Separate registers 
are to be formed for various categories of agents. 
For inclusion in the general register, the regis- 
tration fee will be ten guineas per annum. Rates 
of rebate will be reduced, so that agents now receiving 
50 per cent. will receive 334 per cent. and those 
receiving 334 per cent. will receive 25 per cent. The 
proposals for regularising relations between the 
Exchanges are technical but may be summarised as 
aiming at (i) establishing a measure of unification 


between London and the provinces in the function. 


and scope of jobbing, (ii) confining the benefits of 
special commission arrangements with country 
brokers to members of the country Exchanges and 
charging such members half the commission charged 
to clients; and (iii) removing some causes of mis- 
understanding that exist in connection with dealings 
between London and the provinces (e.g. the require- 
ments for the marking of bargains with non-members). 


New Companies in Wartime 

There was a degree of activity in 1940 in the 
formation of new companies which at first sight is 
surprising. The total number of companies registered 
was 6,084, compared with 10,577 in the previous year, 
and 12,611 in 1938. A much more pronounced 
reduction might well have been expected, for not 
only is the formation of public companies rigidly 
controlled by the authorities, and the ban upon the 
raising of capital not without its influence upon 
private company formations as well, but wartime 


regulations and economic changes operate against 
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new enterprise in many different lines of industry 
and trade. In fact, 123 new public companies were 
formed (179 in 1939 and 197 in 1938), with a total 
capital of £4,078,400 (£8,790,600 and £8,743,000 in 
1939 and 1938 respectively). Private companies 
numbered 5,961, against 10,398 and 12,414 in the 
two preceding years, with a total capital of {22,077,700 
against £41,009,800 and £60,997,100. These figures 
are given by Jordan and Sons, Ltd., in their annual 
statement of new company registrations. The 
analysed statistics show that, in comparison with 
the 1939 figures, larger percentages of the total of 
new companies were in the engineering, clothing and 
foodstuffs groups last year—and fewer in the motor, 
cinema, furniture and sports-goods groups. This is, 
of course, a reflection of current economic trends, 
but the movement into the war industries and 
away from the “ civilian consumption industries ”’ 
must go very much further than these figures of 
company formations indicate. 


Work at Home 

As a consequence of the “ black-out ’’ and also in 
many cases because of other untoward incidents 
many practitioners and others are now finding it 
increasingly necessary to carry out much work at 
home, with the result that a study or other room is 
being used almost entirely for office work. It is not 
always appreciated that an allowance can be obtained 
for Income Tax in respect of the accommodation so 
provided if claim is made. The allowance may be 
made up of a due proportion of the rent or annual 
value of the house or flat, lighting, heating, cleaning, 
etc. Working at home may also result in heavier 
telephone bills, and the proportion of rent and calls 
can also be claimed. Where there has been any con- 
siderable amount of such ‘‘ home work ”’ in the past, 
claim may also be made for back years, where not 
already made. Allowance may similarly be obtained 
by employees where the employment necessarily 
involves working at home. 


_ Destruction of Records of Securities 

Companies whose papers or records have been 
destroyed by enemy action and whose securities are 
dealt in on the Stock Exchange, London, or any of 
the Associated or Provincial Stock Exchanges, are 
requested to notify the Share and Loan Department 
of the Stock Exchange, London, or the appropriate 
local Stock Exchange, as soon as possible. The 
Chartered Institute of Secretaries inform us that 
they have received advice that where a transfer duly 
executed and stamped has in fact been lodged with 
the company or its registrars, no further transfer 
need be called for, but members of the above- 
mentioned Stock Exchanges who hold transfer receipts 
or balance tickets are asked to supply the companies 
with the particulars appearing therein to enable the 
company to give effect to the transfers lodged. The 
appropriate form for this purpose, settled between 
the Chartered Institute of Secretaries and the Stock 
Exchange, London, is available to brokers at the 
Share and Loan Department of the Stock Exchange, 
London, as well as at the Associated and Provincial 
Stock Exchanges. 
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ACCOUNTANCY AFTER 
| THE WAR 


Opinion is sharply divided on the question whether 
or not this country should declare its peace aims. 
Those who consider such a declaration premature 
argue that the main aim is a war aim, namely, to 
win the war in the shortest possible time ; they urge 
that nothing should distract us from that over-riding 
end. Whatever may be the correct view in this 
discussion of peace aims on the national plane, it is 
fairly obvious that nothing but gain can come from a 
consideration of the shape of things to come on the 
lower plane of business and the professions. Indeed, 
it behoves every business and professional man to 
give serious attention now to the part he will play 
in the reconstruction and after. In many ways this 
is particularly true of those in the accountancy pro- 
fession, which is closely concerned, not with any one 
particular line of business, but with industry in 
general ; indeed, with economic life as a whole. 

This is not to say that-accountants do not share 
the view that the predominant aim must be to bring 
the war to a successful issue at whatever cost. The 
profession is wholeheartedly co-operating to that end, 
in every possible direction. Its quota of men has 
been absorbed into the Armed Forces and staffs have 
been depleted for recruitment into Government 
Departments. Accountants are coping with a multi- 
tude of new problems arising out of wartime controls, 
legislation and taxation. Firms are working at very 
high pressure with a greatly widened range of func- 
tions. This very absorption with the affairs of the 
moment, however, inevitable as it is at a time of 
national danger and effort, must not prevent some 
thought being given to the more long period question 
of the post-war position of the accountancy profession. 

It is important, in the first place, to ensure the 
growth of the independent profession of accountancy 
after the war. Perhaps there are some, themselves 
fully persuaded of the important part which the 
independent accountant should play in the post-war 
world, who regard this as axiomatic. But they 
should not overlook the growing inflnence of what 
has been previously called in these columns “ official 
accountancy,” or accountancy by Government 
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Departments. With this development, viewed as a 
wartime phenomenon, the average member of the 
profession will probably not be disposed to quarrel. 
Nevertheless, just as every citizen, for the sake of 
winning the war, gladly tolerates changes dictated 
by emergency conditions, but considers them justified 
only “ for the duration,” so the professional account- 
ant will consider that the development of official 
accountancy should be arrested, and reversed, when 
hostilities cease. We cannot close our eyes to the 
fact that, if present trends continue indefinitely, 
official activity may unduly circumscribe the duties 
of the independent accountant, even though the 
essence of accountancy should be the independent 
position of those who practise it. 

But the price of professional independence is the 
facing squarely of all the responsibilities which that 
independence entails. This means _ responsibilities 
in the fullest sense, not only to individual clients but 
also to the community at large. There can be little 
doubt that the economic structure of the country 
will be greatly changed in comparison with what it 
was in pre-war days. A large measure of “ planning ”’ 
or “control’”’ or “regulation ’’—it hardly matters 
which term is preferred—is likely to remain. It 
will be into this changed economic framework that 
the accountancy profession will have to fit itself. 
If that is the case, adaptations of its normal function- 
ing will almost certainly be necessary. At this 
stage the nature of these adaptations remains vague 
even to those who have given some thought to the 


subject. It may be submitted, nevertheless, that 
it is not too early for serious attention to be devoted 


to the matter—to the changes in the accountant’s | 


approach, technique and functions which will be 
required. Merely as an adumbration of one or two 
ideas under these heads, it may be suggested that the 
accountant’s approach will become increasingly 
economic, continuing the trend, already in progress 
for some years, away from legal preoccupations ; his 
technique will become more and more concerned 
with costing and price-fixing (the dual regulators of 
a regulated economy which most affect him) ; his 
functions will inevitably assume a wider significance 
than service to the.single client and will increasingly 
extend to the community as a whole. Some may say 
that these implications go too far, but we would 
ask them to divorce themselves from pre-war limita- 


tions. The difference between the world of 194? - 


and 1939 will be greater than the difference between 
that of 1939 and 1914. 

Within these wide implications there remains the 
narrower but important question of the organisation 
of the accountancy profession itself. The service 
which the profession will be able to perform will be 
the greater if the public can be assured, as it is with 
medicine or law, that proper qualifications attach 
to all those following the calling, not only to those 
who are members of one of the leading accountancy 
bodies. 
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_ Effect of Air Raids on Local Government 
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Finance 


It has long been a common criticism that depend- 
ance on a single tax makes the income of local 
authorities dangerously inelastic. The stock reply is 
that the single tax is a tax of the most stable kind, 
being levied on the rental value of the most per- 
manent of all assets—immovable property. Recent 
enemy action has shown how vulnerable modern 
warfare has made this source of public income. Where 
raiding has been on a small scale there has been no 
drastic disturbance of local finance, but where 
bombing has taken place on a large scale, a local 
authority may easily be faced with the disappearance 
of a large slice of its rate income. The reduction in 
income is sudden and therefore much more dis- 
concerting than the gradual decline of rateable value 
in a pre-war distressed area. It is an example of 
what statisticians term a catastrophic movement. 

Accompanying the permanent disappearance of 
rateable value there are other losses in the rate fund. 
Many properties may have been so much damaged 
that they are only partly habitable. Concessional 
allowances will probably be made to the ratepayers 
until the property is again fully habitable, though 
the Rating and Valuation Acts have to be inter- 
preted liberally to permit of such allowances. In 
practice they are considered to be covered by 
Section 2 (4) of the Rating and Valuation Act, 1925. 
Heavy raiding will also result in evacuation and an 
increase in void properties, either temporary or 
permanent. Less easy to forecast, but none the less 
certain, is a depression of values of licensed premises, 
places of entertainment, public utility undertakings, 
and similar hereditaments, the rateable value of 
which is governed more or less directly by receipts. 


Years must elapse before the lost rateable value 
will be restored. A limited number of temporary 
buildings will doubtless be erected, but many factors 
will militate against recovery. Sites must be cleared 
and building materials obtained before the tem- 
porary buildings can be erected. Shopkeepers may 
need some inducement to return. In some cases the 
increasing restriction of supplies may make them 
reluctant. In other instances they may have estab- 
lished themselves in neighbouring areas to which 
large numbers of the population have evacuated. 
Rents of premises which have escaped destruction 
may maintain or even exceed the pre-war level, but 
’ the rents, of temporary shops will be far below those of 
buildings they have replaced. 

Local authorities may also experience shrinkages 
of incidental income. Valuable revenue-earning assets 
may have been lost such as market halls or public 
baths, corporate estates or harbours, and while local 
authorities hope in due course to obtain recoupment 
from the Exchequer of the capital losses in the same 
way as other owners of property, there will be con- 
siderable gaps in income for the time being. There 
will be unredeemed debt on some of the property 


destroyed and loan charges may continue for many 
years on non-existent property. As large owners of 
house property local authorities may also suffer. 
Many other losses might be cited such as the dis- 
appearance of working balances, and hence of credits 
for bank interest, for it is certain that local au- 
thorities who have suffered heavily from raids will, to 
say the least of it, have a hand-to-mouth existence. 
Another crop of difficulties will be met with in the 
collection of income ; they are the inevitable result 
of the dislocation of the local authority’s work and 
the evacuation and movement of population. Arrears 
will increase and sums which should have been 
collectible under other circumstances will doubtless 
have to be written off. 

Public utilities, too, have their special problems. 
Their service to consumers may be interrupted 
temporarily. They lose consumers, meters and 
apparatus. They experience difficulties of collection. 
In the case of a water undertaking whose revenue is 
usually a percentage of the rateable value, the loss 
of income will be especially great. Deficiencies in 
some cases are inevitable, but the solution is more 
readily to hand than in the case of the rate fund, for 
trading undertakings should normally be able to 
recoup themselves by raising tariffs. A number of 
them have already had to do this to meet rising costs. 
In the case of a heavily hit trading undertaking it 
may be necessary to apply for an order to amend 
the maximum scale of charges. 
takings fail to recoup themselves by increased 
charges, losses may fall on the rate fund, thus further 
aggravating a position already difficult. In any case 
inroads may have to be made into reserve funds. 
All these factors are additional to the direct damage 
to property which it is hoped will be recouped from 
the Government under the provisions of the promised 
Public Utilities War Damage Bill. 

An important feature of local government finance 
is that where there is a considerable contraction of 
rateable value and movement of population, the basis 
of the existing Government grants is undermined. 
In particular, this is the case with the General 
Exchequer contributions, in the calculations of which 
two factors are population and rateable value. The 
grant is fixed for periods of five years on the factors 
as they were at the beginning of the period and would 
not in any case have been revised until 1942-43. 
Under existing circumstances it is unlikely that the 
revision will take place. Again, the elementary 
education grant is now a percentage of expenditure 
and is stabilised at the same percentage of grant 
as was paid in 1937-38. Were the grant based, as 
formerly, on a formula which allowed for fluctuations 
in rateable value, local authorities experiencing 
drastic reduction of rateable value would auto- 
matically receive an increase in Government grant, 
other things being equal. On the present method of 
calculation there is no increase. 


Should the under- * 
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As regards civil defence expenditure, it is interesting 
to note that those services which come into action 
while a raid is in progress—wardens, first aid, rescue, 
fire, etc.—cost but very little more in operation than 
when standing by. With after-raid services it is 
otherwise. Heavy additional expenditure arises on 
demolition and clearance of dangerous buildings and 
on’ first aid repairs, rest centres and communal 
‘eeding. Broadly speaking, most of these expenses 
are either directly reimbursed to the local authority, 
or, as in the case of first aid repairs, are met from 
a loan which is advanced free of interest by the 
sovernment. This is, of course, subject to much 
qualification in detail, and there are certain points 
upon which the attitude of the Government has yet 
to be finally determined. Local authorities then have 
not so far been called upon to meet directly: more 
than a fraction of the heavy additional expenditure 
on after-raid civil defence work. They have, however, 
to make an indirect contribution which varies in 
magnitude according to the severity of the raids, 
and arises from the diversion of many of the pér- 
manent servants of the authority to emergency work 
and the consequent accumulation of arrears of work. 

The question of the moment is in what way and to 
what extent the Government will come to the aid of 
local authorities in their budgeting difficulties. It is 
unlikely that they will expect local authorities to 
raise the rates sufficiently to cover the deficiency. 
To do so would be manifestly unfair, as the bombed 
cities have suffered on behalf of the whole country 
and the losses should be spread. It is through no 
fault of their own that they are national targets. 
Only to a limited extent can economies be made to 
counterbalance the fall in revenue. So much of the 
expenditure is fixed and so many of the services are 
essential. If the normal services are curtailed the 
staff are generally needed for emergency duties and 
economies in one direction tend to be offset by 
additional calls in other directions. Moreover, civil 
defence involves expenditure of appreciable amounts, 
though the lion’s share falls on the Government. 
Finally the dislocation brought about by raids causes 
uneconomical operation of many services, ¢.g., the 
working of regular overtime for refuse collection. 
The actual manner of the assistance is now under 
discussion between local authorities and the Govern- 
ment. Local authorities want the assistance to be 
directly related to the loss of rateable value and to be 
calculated on a definite formula basis so that each 
local authority may be able to compute its grant in 
advance and levy the proper rate. The alternative is 
to wait until the authority is “on the rocks” and 
unable to obtain further accommodation from its 
bankers and then for the Government to step in, 
and then only by way of granting an “ advance.” 


The latter method seems to be objectionable in the 
extreme. It is uncertain in operation, it implies the 
dissipation of reserves and working balances, it 
ignores the fact that the accounts of local authorities 
are on an income and expenditure basis, and not 
on a cash basis as is the case with the central Govern- 
ment, and it involves a technical breach of the law 
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in so far as the authority deliberately levies a rate 
which is known to be insufficient. It seems im- 
possible to justify the withholding of assistance until 
the machinery of local government breaks down, 
with consequent injury to the credit of local 
authorities. 

The task of determining the financial policy of a 
local authority whose area has received the special 
attention of the enemy is thus not an easy one, and 
is further aggravated by the fact that though it is 
essential to take decisions at once it is impossible to 
estimate with accuracy the precise effect of the various , 
factors. Whether it 4 forecasting the probable loss 
of rateable value, the amount of concessional allow- 
ances to owners of partially habitable properties, 
or the income of a trading undertaking, the result 
is more in the nature of a guess than an estimate. 

The accountancy and administrative arrangements 
and improvisations called for will be of special interest 
to accountants, but we have no space to speak of 
them in detail. They are many and varied, and 
worthy of extended treatment. Thus a local au- 
thority will be required to improvise financial adminis- 
tration for dealing with repairs to houses, for handling 
the pay of additional workmen and a pool of hauliers 
engaged on removal of debris, for communal feeding, 
for hostels, for furniture removal, for surveying 
properties, and for recovery of billeting allowances. 
(Much of the collection work of the finance depart- 
ment will be suspended until the properties have been 
classified.) Last, but not least, there will be the 
administration of funds to relieve distress. 

It is important to remember that the total effect 
of heavy raids cannot be gauged by a mere summation 
of the losses enumerated here; in addition to the 
measurable damage there are intangible factors such 
as the destruction of old buildings, pictures and 
collections, particularly collections of local interest 
which are irreplaceable. But there are some gains 
to the community, particularly gains to future 
generations. Even the most conservative and timid 
local authority can hardly fail to make provisional 
plans for the reconstruction and replanning of 
devastated areas. There will be opportunities for 
comprehensive planning on an unparalleled scale 
after the war, though the degree and the pace of 
reconstruction will depend on the national and local 
resources at that time. Whatever steps are taken 
the future will undoubtedly see an alteration in the 
finance of town planning on lines long advocated by 
town planning experts and already put into operation 
in some countries. Many observers are of the opinion 
that only by the pooling of ownerships, or some 
similar device, can replanning be carried out without 
placing an intolerable financial burden on the local 
community. Clearly there will be no lack of interesting 
developments in local government finance in the 
years that are to come. 


Enquiries to the Head Office of H.M. Customs and Excise 
regarding the Purchase Tax should in future be addressed 
to The Secretaries, H.M. Customs and Excise, City Gate 
6550)" 29-45, Finsbury Square, London, E.C.2 (Bishopsgate 
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at aes | The War Damage Bill 


Some of the most important features of the War Damage Bill, with the geneval outline of which our readers will be 
familiar, are considered in this article. Some possible improvements in the Bill are suggested, and some amend- 
ments which were made on re-committal on February 25 are indicated. 


“ Cost-OF-WoRKS ”’ AND VALUE PAYMENTS 
It is proposed in the Bill that compensation for war 
damage to buildings shall be made by the War Damage 
Commission (the members of which have still to be 


appointed) either on a “ cost-of-works’’ basis or on a . 


‘value’ basis. This duality in the method of com- 
puting payment has given rise to considerable misgiving. 
It is provided in the Bill that the cost-of-works 
payment is to be made, in general, to offset the actual 
current cost of repairs, provided the works and costs 
involved are deemed to be reasonable. Although effi- 
cient repairs to a building would in many cases put the 
building in a better state than it was before the damage 
occurred, no account is to be taken of this fact; that 
is, the cost of repairs is not to be abated by reason of 
the building being depreciated in value at the time of 
the damage. The person receiving the compensation 
is in effect to receive new for old. The value payment 
is to be made when the cost of repairs would exceed the 
value of the building when repaired : in general, in the 
case of a total loss. But instead of the value payment 
being based on current values (as with the cost-of-works 
payment), the Bill provided that the payment should 
represent the difference between the values immediately 
before and immediately after the damage on the basis of 
- the prices of March 31, 1939. 

The anomaly is at once apparent. The person who 
received a cost-of-works payment would be placed in a 
_ better position than he was before the damage occurred. 

The recipient of the value payment, on the other hand, 
would receive a sum based on pre-war prices, and owing 
to higher war-time and post-war costs would not only 
be unable to replace his property in an undepreciated 
state with the compensation money (which is what 
the recipient of a cost-of-works payment would in fact 
do), but probably would not receive the war-time or 
post-war value of his property even in its depreciated 
state. 

There are two ways of improving this provision of 
the Bill. Firstly, the cost-of-works payment might be 
adjusted so that account is taken of depreciation in the 
building as at the time the damage occurred (the usual 
practice of fire insurance companies). Secondly, the 
value payment might be adjusted (i) by an index of 
building costs based on March, 1939, so that the com- 
pensation would be increased in ratio to any rise in 
those costs at the date of payment ; (ii) by taking account 
of depreciation, as suggested in the case of the cost-of- 
works payment. 

It appears that provision will now be made in the 
Bill for some such adjustment as (i), though there is no 
evidence that depreciation in the pre-damage building 
is to be taken into account. An amendment has 
now been adopted providing that the Treasury may, on 
a recommendation of the War Damage Commission to 
the effect that value payments are inadequate because 
of circumstances arising since the passing of the Act, 
issue an Order increasing the amount of value pay- 
ments. It is likely, nevertheless, that this rather vague 
and limited improvement will not suffice to silence 
criticism. We see no reason why a much more far-reaching 
amendment on the lines of (i) above should not be 
incorporated in the Bill. 


Tue {5 Limit 


The Bill provides that no payment shall be made 
for damage to a building (or land) for a sum less than 
£5. The Chancellor has now put forward an amendment 
to the effect that where two or more items of damage, 
each less than {5 in extent, occur on the same property 


they may be aggregated. 
PAYMENTS ON ACCOUNT 


Under the Bill, payments on account in respect of 
damage to buildings or land can be made up to £800. 


MORTGAGORS AND MORTGAGEES—COMPENSATION 
MoNEY 


Where a value payment is made and a mortgagee is 
interested in the building or land concerned, it is pro- 
vided that the compensation money shall be used in the 
first instance to discharge the mortgage debt. It has 
been suggested in various quarters that this is inequitable 
as between mortgagee and mortgagor, but clearly the 
fact that the sum of money passing to the mortgagor is 
reduced by the amount of the mortgage debt does not 
mean he is receiving unjust treatment. The mortgagor 
is a gainer, in that his debt, which otherwise would 
subsist, is discharged. Moreover, as was pointed out 
in the Committee stage of the Bill, the great majority 
of cases will be settled on a cost-of-works basis, and no 
money will actually be received by either mortgagor or 


mortgagee. 
MORTGAGORS AND MORTGAGEES—ALLOCATION 
OF CONTRIBUTIONS 


Considerable discussion has also taken place on the 
allocation of contributions between the two parties to a 
mortgage. The Bill provides that if the mortgage debt 
is less than a third of the pre-war value of the property, 
the mortgagee pays no part of the contribution ; if it is 
between a third and a half, he pays one-sixth; if it is 
between a half and three-quarters, he pays one-third 
of the contribution ; if it exceeds three-quarters he pays 
two-thirds. These proportions are certainly arbitary, 
but the Chancellor has pointed out that he is anxious to 
avoid the necessity for numerous exact valuations 
which would be involved in any provision that mortgagor 
and mortgagee should share the contribution in the 
proportions of their interest. : 

Originally, a mortgagee was not required to meet any 
part of the contribution if the annual value of the building 
was more than £100. The Chancellor agreed to con- 
sider whether this could be increased, and it has now 
been raised to £150. For ourselves, we can see no reason 
why there should be any such limit. 


Tue “ Business’? SCHEME 

The scheme for insuring plant and business effects 
(at a premium of 30s. per cent. per annum) is obligatory 
if the property exceeds £1,000 in value. The suggestion 
in the House that compulsion should be extended below 
this limit was resisted by the Government on the 
grounds (a) that the expenses would be out of proportion 
to the premiums in the lower ranges of values ; (6) that 
too much checking would be needed to confirm that 
every person had fulfilled his obligation. Neither of 
these reasons seems very cogent, the latter because a 
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great deal of checking will be necessary, even if the limit 
is left at £1,060. There is much to be said for making 
the business scheme compulsory at all values, and we 
hope an amendment may yet be passed to that effect. 


THE ‘“‘ PERSONAL CHATTELS ”’ SCHEME 

It was proposed that furniture and personal possessions 
might be insured at a flat-rate premium of 30s. per cent. 
Here, again, strong arguments have been put forward 
for making the scheme compulsory. The voluntary 
principle, coupled with the uniform premium, allows, 
even encourages, selection against the insurer, for while 
there is every reason why the resident in a danger area 
should voluntarily insure, the person living in a relatively 
safe part of the country will usually prefer not to do so. 
The poorer classes, again, would probably not be able 
to insure at the relatively high rate fixed. 

On re-committal this position was rectified, at least 
in part, by provision for rates of premium varying 
according to the value of the goods insured, so that 
insurance at the lower values would be encouraged. 
Insurance is now to be free up to the value of £200 


Limitation 

Additional Directions by the Board of Trade 

To enable the Board of Trade to obtain further 
information about the distribution of goods controlled 
under the Limitation of Supplies Orders and, in addition, 
to assist them in taking appropriate action in any 
case where goods are illegally supplied in’ excess of a 
registered person’s quota, they have issued general 
directions under both the Limitation of Supplies (Miscel- 
laneous) (No. 5) Order and the Limitation of Supplies 
(Woven Textiles) Order. 

The direction issued under the Miscellaneous Order 
places on manufacturers who have supplied, or who 
supply, another registered person during the restriction 
period December 1, 1940, to May 31, 1941, with con- 
trolled goods of a value exceeding by more than £1,000 
the value of the goods of the same class supplied to that 
person in the standard period December 1, 1939, to 
May 31, 1940, the obligation of notifying the Board. 
The notification, which has to be made by March 1 
or within 14 days of supplying the goods, must specify 
the name of the registered person supplied and the class 
and total value of the goods supplied to him by the 
manufacturer during the restriction period. 

Further, it places on retailers who have been or are 
supplied by a registered person during the restriction 
period with controlled goods of a value exceeding by 
more than £1,000 the value of the goods of the same 
class supplied by that person in the standard period, 
the obligation of notifying the Board. Goods supplied 
under General Licences or against Declarations made 
by the retailer on account of stocks lost through enemy 
action are not to be taken into account. The return, 
which has to be made by March 1 or within 14 days 
of the goods being supplied, must specify the name of 
the registered person who supplied the goods and the 
class and total value of the goods supplied during the 
restriction period. 

In addition any registered person who loses, whether 
through enemy action or otherwise, any of the books 
or records containing particulars of his dealings in 
controlled goods during the standard or restriction 
periods is required to give notice in writing to the 
Board within 14 days. 

A similar Direction has been issued under the Limita- 
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for single persons and £300 for a married householder 
(plus £25 for each child) ; and the premium is to be 
£1 per cent. for values above the free limit and up to 
£2,000, and is to be graduated from /1 per cent. to 
£2 per cent. for values from £2,000 to a maximum of 
£10,000. The former maximum sums insured (£1,500, 
plus £500 for a motor-car) have thus been removed. It 
seems unlikely, however, that the scheme will be made 
compulsory. 
DocuMENTS 

A matter which is of special significance to the 
professional accountant concerns the insurance of 
documents. These are specifically excluded from the 
scope of the insurance scheme by an amendment passed 
at the Committee stage. It might be considered that 
documents should be included in the scope of the cover, 
but this course would not be possible, since a value cannot 
be placed upon them in the event of their being damaged 
or destroyed. In ordinary fire insurance practice only 


the value of the paper (with the possible addition of the 
cost of labour necessary for preparing fresh documents) 
can be insured. 


of Supplies 


tion of Supplies (Woven Textiles) Order. 

In the case of the Direction issued under the Woven 
Textiles Order, it is only where the total value of the 
goods, cotton, rayon, linen and silk taken together, 
supplied after October 1, 1940, exceeds by more than 
£1,000 the value of such goods supplied in the standard 
period that manufacturers and retailers are required to 
notify the Board. 

All returns and notices under the Direction, if sent 
by post, must be registered and addressed to the 
Industrial Supplies (Registers) Department, Board of 
Trade, Carlton Hotel, Bournemouth. 

The Orders have been amended to enable the Board 
to cancel registration in any case where they consider 
it expedient to do so and to give directions to any 
person regulating or prohibiting the supply or acquisition 
by him of controlled goods. 

Copies of the Amending Orders and the Directions 
may be obtained from H.M. Stationery Office or through 
any bookseller. 

Goods Supplied in Excess of Quota 

Hispano-Britannic Co., Ltd., wholesale distributors of 
hosiery, fancy goods, perfumery, etc., of Regent Street, 
W., were at Bow Street Police Court, on February 13, 
fined a total of £300 and ordered to pay £21 costs by 
Mr. Boyd for contraventions of the Limitation of 
Supplies (Miscellaneous) Order, 1940. The summonses 
accused them of supplying, between June and November, 
controlled goods exceeding in value two-thirds of the 
value of goods supplied in the corresponding period of 
1939. On similar summonses against the five directors, 
Viscount Hill, Deputy Lieutenant of Shropshire, of 
Coton Hall, Whitchurch, Salop, was fined £120, with 
£9 9s. costs; Archibald Stammers Sinnatt, of Rutland 
Road, Ilford, was fined £300, with £21 costs; Juan 
Palomero Cantos, of Porchester Court, W., £150, with 
£9 9s. costs; Duncan Shaw MacLellan, of York Street, 
Glasgow, £120, with £9 9s. costs; and Edward Gregory 
Knowles, of Oakwood Drive, Broughton, Preston, £120, 
with {9 9s. costs. For failing to cause proper books 
of account to be kept, Sinnatt was fined a further £200 
and the other directors {20 each. All the defendants 
pleaded guilty. 

Mr. Eric Dean, prosecuting for the Board of Trade, 
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said that this was the first prosecution of its kind. 
The object of the Order was to divert materials, plant 
and labour from the production of goods for the home 
market to the production of goods vital to the war 
effort. This included the export trade. Despite our 
great resources, they were inadequate both for the 
home trade and for full war production as well. For 
that reason it became necessary to restrict the production 
of goods for the home trade. The sacrifices demanded 
were real, but necessary. The silk normally required 
for making stockings, for instance, was now required 
for parachutes for the Royal Air Force. It followed 
that any contravention of the Order on a large scale 
amounted almost to a sabotaging of the war effort. 
Although supplies were restricted, the demand continued, 
and there was an easy way to make money open to 
anyone who was prepared to contrayene the Order 
But such personal gain could only be secured to the 
detriment of the country. The Order was made on 
June 6, 1940, and scheduled a wide range of goods, set 
out in 17 classes. It provided for the registration of 
every manufacturer and wholesaler dealing in controlled 
goods and prohibited them carrying on business unless 
they were so registered. Retailers could not be regis- 
tered but the restriction applied as between them and 
the manufacturers and wholesalers—that was as between 
registered and unregistered persons. The registered 
person could only supply to retailers goods proportionate 
to those supplied during an equivalent period in 1939, 
commonly called a quota. There was no restriction 
of supplies as between manufacturer and wholesaler, and 
between wholesaler and wholesaler, while goods supplied 
to the Government were also excluded. But every 
wholesaler supplying goods for those purposes must 
be registered, and that was the only way in which they 
could obtain unrestricted supplies. Except under a 
licence from the Board of Trade no person registered 
in relation to any class of controlled goods was allowed 
to supply a total quantity of such goods exceeding in 
value two-thirds of the value of those supplied during 
the corresponding period beginning June 1, 1939, and 
ending November 30, 1939. It was clear that persons 
who did not supply goods in any class during the standard 
period in 1939 could not supply any of those goods 
during the restriction period. 

Mr. Brundrick (counsel for the defence) : The Order 
does not say so. That is what you are reading into it. 

Mr. Dean said, with regard to the failure to keep 
proper books of account, the maximum punishment 
on summary conviction was six months’ imprisonment 
or a fine of £200, but a person could not be sent to prison 
unless, in the opinion of the court, the default was 
wilful. The Hispano-Britannic Co. was incorporated 
on April 13, 1940, with a nominal capital of £5,000. 
They accordingly did not supply goods in 1939 and 
therefore had no quota and could not supply any con- 
trolled goods: to unregistered persons. They could, 
however, on becoming registered, obtain unrestricted 
supplies for export. The case against the company 
was that they had sold to retailers in this country 
enormous quantities of goods—largely hosiery—men- 
tioned in Classes 3, 10 and 16, although no quota had 
been allotted. Their commission amounted to between 
74 and 12} per cent., so that they made large sums by 
doing practically nothing. Mr. Dean added to the 
prosecution submitted there had been a deliberate 
contravention of the Order on a large scale for the sole 
purpose of making money. In two months the com- 
pany’s turnover was at the rate of £1,000,000 in a year. 

Mr. Brundrick said that the breach of the Order had 
been quite unintentional. The regulations were difficult 
to follow and the defendants did not realise that what 
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they did was illegal. The company was formed with the 
intention of trading with Spain. Shortly afterwards it 
seemed that Spain was falling into the Axis net and 
export licences to that country were refused. Permission 
was then sought from the Board of Trade for goods 
destined for Spain to be disposed of in this country. 
Sinnatt thought it was only necessary for the company 
to be registered under the Order; he did not realise 
that a licence also was required. The other directors 
merely trusted everything to Sinnatt who was in 
entire charge of the business. Lord Hill did not even 
come to London and knew nothing of what was goiny 
on. He assumed that what was being done was wit): 
the concurrence of the Board of Trade. This also 
applied to Knowles and MacLellan. Cantos was to 
have been in charge of goods going to Spain but non: 
were sent there. With regard to the account books. 
there was unavoidable delay in writing them up duc 
to the accountant having joined the Army. There was 
nothing underhanded about not keeping the books up 
to date. 

Sinnatt, in the witness box, said the company could 
have sold ten times more goods than they did, but they 
did not apply for more. 

The magistrate said there had been grave irregularities. 
The directors might not have known all that they had 
to do under the Order, but they should have known. 


George Woodhead & Co., of Dantzic Street, Man- 
chester, and Percy Woodhead, 65, director, of Clement 
Road, Marple Bridge, Manchester, were summoned at 
Bow Street Police Court before Mr. Boyd for making 
a false statement in information for the purposes of 
the Piece Goods and Made-Up Goods (Cotton, Rayon 
and Linen) Order, 1940. 

Mr. Eric Dean, prosecuting for the Board of Trade, 
said the Order was made on April 16 for the control of 
woven textiles. It provided that registered persons 
must not supply between that date and September 30, 
1940, more than 75 per cent. of goods supplied in the 
corresponding period of 1939. The defendant company 
was registered under the Order, using the business name 
of Arkwright Mills, on May 20, 1940. On July 26 the 
Board of Trade issued a general direction requiring 
registered persons to make a return of controlled goods 
supplied during the standard period of 1939, together 
with an auditor’s certificate vouching for its accuracy. 
A return received from the defendant company showed 
main items of 4,208 sheets and 5,246 blankets. An 
auditor’s certificate was attached, but later the auditors, 
through some chance remark by an employee, found 
some invoices had been altered to a considerable extent 
and properly notified the Board of Trade. When 
challenged, Woodhead admitted that 30 invoices had 
been altered on his instructions. The actual number 
of goods supplied were 2,700 sheets, instead of 4,208, 
and 2,246 blankets, instead of 5,246. The swollen 
figures would give the company a quota of 175 per cent. 
instead of 75 per cent. The excuse given was that 
before the return was made the company had already 
greatly exceeded the quota and to hide this Woodhead 
gave instructions for the alteration of the invoices. 

Mr. Douglas Lowe, defending, said that Woodhead, 
who had a high reputation in Manchester, never intended 
to make an illegitimate profit. The multiplicity of the 
regulations led to confusion in his mind. He exceeded 
the quota in relation to made-up goods but not to piece 
goods and thought he could ‘“‘ make up on the swings 
what he lost on the roundabouts.” 

Within four days of making the return he sent to the 
local Spitfire fund £250, wnich he estimated more than 
covered the profit of a result of his action. 

Both defendants were fined £100 with £7 7s. costs. 
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TAXATION 
Retrospective Adjustments 


Referring to our recent note as to “ confessions ’’ of 
past errors in stock valuations, and their effect on E.P.T., 
readers will no doubt be interested in a computation 
showing the cumulative effect of the adjustments. 


Illustration 


Partnership accounts have been made up regularly © 


to March 31. As a result of enemy action, the work of 
the business was brought to a standstill and an exact 
physical stocktaking was made by the assessors. As a 
result, it was apparent that stock had been understated 
for years, and after protracted negotiations between the 
taxpayers’ accountants and the Inspector of Taxes, the 


following figures were agreed :— 


Increase Increase Increase 
\ in in in Cumulative 
Year to Closing Opening Profit Increase 
Stock Stock 

£ £ £ 
March 31, 1934 800 — 800 800 
= 1935 1,200 800 400 1,200 
és 1936 2,200 1,200 1,000 2,200 
ee 1937 2,400 2,200 200 2,400 
a 1938 3,500 2,400 1,100 3,500 
ya 1939 3,900 3,500 400 3,900 

1,700 5 


INcOME TAX ON INCREASE IN PROFITS 
Increased E.I.A. Net Rate of Amounts 


Profit Tax of Tax 

£ £ £ s. d. = 
1934-35 ... 800 160 640 4 6 144 0 
1935-36 ... 1,200 240 960 4 6 216 0 
1936-37 ... 2,200 *200 2,000 4 9 475 0 
1937-38 ...  2,400° *_ 2,400 5 0 600 0 
1938-39 ... 3,500 *_ 3,500 5 6 962 10 
1939-40 . 3,900 *_ 3,900 7 0 1,365 0 


° Limited owing to maximum - £300 allowance per partner. 

Note.—Sur-tax does not affect E.P.T. until paid, so does not 
affect computation under review. 

Effect on Standard Capital and Profits—Standard Period, 


1936 and 1937 
Increase in Capital at April 1, 1935—-Cumulative 
Stock . Pe ‘ 1,200 
Deduct Income tax “ due” January 1, 1935 . 144 
1,056 
Accruing Profit to December 31, 1935—add }x 
£1,000 ne oe se te ont Se 750 
Increase in capital at December 31, 1935 es 1,806 
Deduct Income tax “‘ due” January 1, 1936. ... 216 
1,590 
Accruing Profit, 3 months to March 31, 1936 
+x £1,000= £250 
Average date mid-February 10} months _... 219 
Accruing Profits, 9 months to December 31, 1936 
3 x £200= £150 


Average date, mid-August 44 months 


Increase in average Capital employed, 1936 {£1,865 
Increase in capital at April 1, 1936—cumulative _ 


stock . 2,200 
Deduct Income ‘tax “ due ” ‘or in arrear 
January 1, 1936 we wns oe eae 360 
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Excess Profits Tax 


Brought forward a 1,840 
Accruing profit to December 31, 1936—add }x £200 150 


Increase in Capital at December 31, 1936 1,990 
Deduct Income tax “due” January 1, 1937 ... 475 


Accruing Profit, 3 months to March 31, 1937, 


+x £200 = £50 
Average date, mid-February 10} months ... 
Accruing Profit, 9 months to December 31, 1937, 
? x £1,100= £825 
Average date, mid-August 44 months 


Increase in average capital employed, 1937 {£1,868 
Increase in standard capital £1,865+ £1,868= £1,866 p.a. 
2 
Increase in standard profits } x £1,000+ £200+-} x £1,100 
2 


= £638 p.a. 
Chargeable Accounting Period : 
£ 


Increase in capital at April 1, 1939—cumulative stock 3,900 
Deduct Income tax “‘ due”’ or in arrear at 


January 1, 1939 .-» 2,397 
N.D.C. on increased rofits, , 2 years 
to March 31, 1939 90 


— 2,487 


Increased income tax “ due”’ at January 1, 


1940, £1,365 3 months ... .. 341 
er | rofit, nail to March 31, 1940, 
£1,700 ses 850 
2,263 
341 
Increase in average Capital, C.A.P. 1,922 
Increase in profits of C.A.P. aii 1,700 
Deduct Increase in standard profit 638 
Increase in C.A.P. Average 
capital 1, 
Increase in Standard 1 Average 
capital... 1,866 
10% on 56 ‘ 
— 644 
Increase in Excess Profits £1,056 


E.P.T. at 60% £633 12 0 


The taxpayers will, of course, pay less E.P.T. in 
subsequent years of £825 per annum, made up of the 
increased standard profit of 4638, plus 10 per cent. on 
the increased standard capital £1,866. Any penalties 
they may have to pay if it can be shown that the 
avoidance of tax was fraudulent will be recouped out 
of this saving and out of the £5,600 which is immediately 
deducted as increased opening stock in 1940-41, stock 
“ realised ’’ as a result of the claim under the War Risks 
Insurance. 

It is true that if the taxpayers had paid their proper 
share of tax as the had come round, the E.P.T. 
payable in future would have been the same, but it 
must be admitted that had it not been for E.P.T., 
their undervaluation of stock might have continued. 
The situation is not without its Gilbertian aspects ; 
what the moral is we leave to our readers. 
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Death Duties—Locality of Assets 


The following extract from the 1940 Cumulative 
Supplement to Dymond’s “ Death Duties’”’ is of no 
little importance: ‘‘It is understood that where a 
person dies domiciled outside Great Britain beneficially 
entitled absolutely to 3 per cent. Defence Bonds and the 
bond book is physically situate out of Great Britain at 
the date of death, the bonds are regarded as locally 
situate outside Great Britain and accordingly not liable 
to British estate duty.” 


Exemption to Non-Residents 
The 3 per cent. War Loan, 1955-59, 2} per cent. 
National Defence Bonds, 1945-47, 3 per cent. Defence 
Bonds, and Savings Certificates of the seventh issue, 
are exempt from all United Kingdom taxation while 
in the beneficial ownership of persons neither domiciled 
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Taxation Notes 


Recent Tax Cases 


nor ordinarily resident in the United Kingdom, subject 
to the provisions of the Acts framed to prevent the 
avoidance of tax by legal schemes. 


E.P.T.—Minimum Standard 

The problem of seeking the maximum “ minimum 
standard ’’ where working proprietors are in point is 
exercising the minds of many accountants. The powers 
given to the Commissioners to increase the £1,500 per 
working proprietor by not more than £1,000 each must 
be called into play, even where there will be no liability 
in the first chargeable accounting period. Owing to 
the right to carry forward a deficiency, it is essential 
to obtain the maximum available standard in every 
chargeable accounting period. We shall welcome the 
co-operation of readers in notifying us of their experiences 
in obtaining concessions, so that we may pass on useful 
information through these columns. 


By W. B. COWCHER, O.B.E., B.Litt., Barrister-at-Law. 


Sur-tax—Deduction—Sum paid to retiring partner— 
Whether capital or income—Income Tax Act, 1918, 
Section 27—Finance Act, 1927, Section 38. 

C.I.R. v. Hogarth (Court of Session, October 10, 1940, 
T.R. 441) is a case where the issue was whether sums 
paid to a person on retirement from a partnership 
were capital or income payments. The Revenue’s 
net interest in this class of case will normally depend 
upon whether the rate of tax payable is different 
according to whether the amounts are the income of the 
recipient or of the payer. 

In the present case, the respondent was a junior 
partner in a’shipping firm and another junior partner 
had become seriously ill. The partnership agreement 
provided that in the event of incapacity proved to the 
satisfaction of an arbiter, the interest of the partner 
affected should then devolve on the remaining partners. 
There was, however, no provision for voluntary retire- 
ment, and, as it was desired that the sick partner 
should retire, a compromise agreement was come to 
whereby he should receive compensation under three 
heads. The issue in the case arose out of the third of 
these ; and, under it, he was to receive :— 

“A sum equal to one-fourteenth part of the net 
profits of the business for the three years ending 
thirty-first December, nineteen hundred and thirty- 
seven, nineteen hundred and thirty-eight and nineteen 

hundred and thirty-nine under deduction of income 
tax.’’ 
The profits were to be certified by the firm’s auditors. 

The issue was whether the respondent in the com- 
putation of his sur-tax liability was entitled to deduct 
his share of a payment under this head. The payments 
had been made annually without waiting until the end 
of the three years. The Special Commissioners had held 
that the case was one of an income payment ; and this 
was approved unanimously by the Court. 

It was contended for the Crown that there was only 
one sum paid to the outgoing partner and that it was 
a capital payment arrived at under the three heads set 
out in the agreement. Stress was naturally laid on the 
opening words of the clause, ‘‘a sum”; but it was 
pointed out from the Bench that in the original partner- 
ship agreement the same words were used to describe 


the quarterly payments to be made to the representa- 
tives of a deceased partner. This minimised the force 
of the argument. The Crown’s case, generally, was 
based upon C.J.R. v. Ramsay (1935, 20 T.C. 79), and 
C.I.R. v. Ledgard (1937, 2 All E.R. 492, 21 T.C. 129) ; 
but the Lord President differentiated them, pointing 
out that both of these cases were vendor and purchaser 
agreements for the sale and purchase of an asset. In 
Ledgard’s case the fact of annual payments having been 
made did not, however, preclude the finding that it 
was a single sum that was payable. In neither case 
was there any stipulation for deduction of income tax, 
although in Ledgard’s case tax had in fact been deducted. 

Lord Moncrieff said that the parties had acted upon 
the interpretation which they were affirming and that 
this, whilst not conclusive, was a highly relevant fact 
where a third party was intervening. Agreeing that 
the words “‘a sum” gave little help in the circum- 
stances, he found, with the Lerd President, that the 
fact that the profits were to be ascertained at the end 
of each of the three years was “‘ strongly indicative ”’ 
of a right at the end of each year, and the provision 
regarding income tax was ‘‘a strong argument”’ in 
favour of the respondent’s contention. A series of 
recurring payments was per se a “‘ strong indication,”’ 
although not conclusive, that the right which had 
passed was an income and not a capital right. The 
issue upon which the parties had come to agreement 
was an immediate determination of the retiring partner’s 
right to profits upon the one hand and its continuance 
without definite term upon the other. 

The case is important by reason of the fine distinction 
between it and Ledgard’s case ; but there may be danger 
lest too much importance should be attached to the 
incidental factors such as the provision regarding 
income tax. If there was no question but that the 
payment was an income payment the stipulation was 
unnecessary ; and it is arguable that its presence in the 
agreement implied a doubt. Nevertheless, the de- 
cision would seem to be an example of the principle 
that the Court will examine an agreement to see what 
is the legal relationship created by it, and that, where 
opposite interpretations are possible, the actions of the 
parties to it will be of decisive importance. In the present 
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case it was found that the intention was to provide the 
retiring partner with an income, although for a limited 


period. 


Stamp Duties—Declaration of capital bonus by company 
partly in shares of another company—Transfers of shares 
—Finance (1909-10) Act, 1910, Section 74. 

In Associated British Engineering, Lid., v. C.I.R. 
(K.B.D., October 7, 1940, T.R. 439), the question was 
one of general interest to secretaries and auditors of 
limited companies. The appellant company held fully- 
paid shares in the other company. In general meeting 
its shareholders declared a capital bonus payable partly 
in the form of shares in another company. Transfers 
were executed by the company in favour of the share- 
holders; and Lawrence, J., held that these fell to be 
stamped as voluntary dispositions. 

For the appellant company it was contended that 
the passing of the resolution declaring the bonus created 
an equitable right. The transfers themselves did nothing 
more than give effect to this pre-existing right and did 
not pass any beneficial interest to the shareholders 


within Finance Act (1909-10) Act, 1910, Section 74 (6). 


It was further argued that it could not be said that the 
transfers were voluntary because they were obligatory 
upon the company after the passing of the resolution. 


For the Crown it was urged that the transaction had 
to be looked at in reality and as a whole. The transfers 
could not be dissociated from the resolution, and, so 
looked at, it was a voluntary disposition inter vivos 
which the company had chosen to make. 

Lawrence, J., said that the question turned upon the 
meaning of “‘ voluntary disposition” in Section 74 (1) 
and particularly upon the meaning of words in Sub- 
section (6) under which no duty was payable where no 
beneficial interest passed. He held that the transaction 
was to be looked at as a whole, and that it was a volun- 
tary disposition by the company of its reserves, despite 
the fact that it was acting in pursuance of the wishes 
of its corporators legally expressed. Whilst the resolu- 
tion gave to the shareholders a right of action, it did not 
create any trust, and a beneficial interest did pass on 
the execution of the transfers. 


Income Tax—Annual payments—Insurance policies— 
Weekly payments during illness—Schedule D, Case III, 
Rule 1. 

Forsyth v. Thompson (K.B.D., June 13, 1940, T.R. 
387) is a case of very considerable importance not only 
as regards the particular issue involved but by reason 
of its implications. Appellant had taken out with 
mutual insurance societies two sickness and disablement 
policies. Under each he was entitled to receive weekly 
payments if disabled from carrying on his profession. 
On one policy he paid the premiums half-yearly or 
annually, although he had the option of a lump sum 
payment. Upon the other he paid the premiums 
monthly. During the receipt of benefit the payments 
of premiums had to be continued. Meeting with an 
accident resulting in permanent disablement, he received 
weekly sums under each policy. The Special Com- 
missioners had confirmed assessments under Rule 1 
of Case III, and Lawrence, J., affirmed their decision. 

Four arguments were put forward for the appellant. 
It was contended that the payments were not annual 
payments because the premiums alone secured the com- 
pensation for the year for which they were paid, and 
that, by the contracts, he was only entitled to be re- 
insured by a fresh payment. The second argument 
was that it was not an annual payment because it might 
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never occur or recur. It depended upon the contingency 
of illness and was exactly analogous to an accident 
policy which was said not to involve liability to tax. 
The third argument was that it was not an annual 
payment because it was not all profit in that appellant 
had to pay for it by premiums. The fourth and last 
argument was based upon the mutuality principle and, 
upon the authority of Styles v. New York Life Insurance 
Society (1889, 14 A.C. 381, 2 T.C. 460), it was claimed 
that there was no element of profit or gain in the matter. 
If the surplus of a mutual society was not taxable, the 
sums paid to members under their individual contracts 
were not taxable. 

Lawrence, J., rejected all these arguments. He held 
that the sums paid by a mutual society to its members 
are to be considered upon the same basis as similar 
contracts with a proprietary company. As regards the 
continuity of the premium payments, there was nothing 
in the argument that these were annual contracts. The 
true view was that the payment for these annual sums 
was merely deferred and that the provisions for the 
payment of premiums were merely terms in the con- 
tracts. The fact that non-payment entailed cessation 
of benefit did not preclude liability under Case III. 


Schedule D—Whether trade being carried on—Carry- 
forward of loss—Whether same trade being carried on— 
Finance Act, 1926, Section 33, etc. 

Morning Post, Ltd. v. George (K.B.D., October 18, 
1940, T.R. 483) arose out of the merging of the Morning 
Post in the Daily Telegraph. In August, 1937, the 
share capital of the appellant company, except 400 shares, 
was acquired by The Daily Telegraph, Ltd. In the same 
month the latter, in consideration of £50,000, secured 
rights in the Morning Post news services, etc., and a 
call on its staff. The Morning Post from October 1, 
1937, was published jointly with the Daily Telegraph 
on terms ultimately embodied in an agreement of April 
25, 1938. The Daily Telegraph and Morning Post 
contained many features of the Morning Post, and by 
the same persons. But the appellant company dis- 
missed its staff, and the old directors were replaced by 
the nominees of the controlling company, whilst the 
secretary to the purchasers was appointed secretary. 
In December, 1937, it was agreed that, in lieu of the 


£50,000, the company should receive £1,000 a month 


so long as the two newspapers were published jointly. 
The £1,000 was to fluctuate with the sales of the joint 
paper, and was to be for a variable period of years. 


' The appellant company was not to share profits or 


losses. 

The appellant company was assessed under Case III 
of Schedule D. It contended that it was still carrying 
on its original business, and was liable under Case I 
and entitled to carry forward previous losses under 
Section 33. Lawrence, J., upheld the Commissioners’ 
decision, and held that the company was not carrying 
on a trade within Case I ; that, if it was, it Was not the 
same trade as it carried on before October 1, 1937; 
and that, therefore, Section 33 did not apply. 

The arguments for the appellants were mainly based 
upon the interpretations of “ trade or business ’’ in the 
Acts imposing the old excess profits duty and the 
corporation profits tax; and upon the definition of 
“trade ’’ in Section 237 of the Income Tax Act, 1918. 
Lawrence, J., found that the cases mentioned did not 
afford much assistance in construing the Income Tax 
Acts, and said that, whilst the word “ business ’’ was 
sometimes used in a way apparently equivalent to the 
word “ trade,” it was in many if not in all of those 
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places used as covering both Cases I and II. The only 
activity of the appellant company was to receive the 
covenanted sum, and that did not amount to a trade. 
On the second point, he held that it would be impossible 
for the Commissioners reasonably to find as a fact that 
the appellant company was carrying on the same trade 
as it was carrying on before. 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the war time 
enactments and Orders which most concern the accountant. 
The series is brought up to date each month, and the seven- 
teenth instalment is given below. The summaries are not 
intended to be exnaustive, but only to give the main content 
of an Act or Order, the full text of which should be consulted 
if details ave required. 


ORDERS | 


EXPORTS 
Nos. 46, 173, 191. Export of Goods (Control) Orders, 
1941, Nos. 3, 4, 5 
Further additions, deletions and amendments are 
made in the schedule of goods subject to export control. 
(See AccounTANCY, February, p. 81.) 


FINANCE 


No. 95. Importation of Notes (Exemptions) Amendment 
Order, 1941. 

The permission for persons travelling to the United 
Kingdom to bring in bank notes to the value of £10 is 
now restricted to persons travelling in a ship or aircraft, 
but not employed on board the ship or aircraft. 

(See AccounTANCY, October, 1940, p. 10.) 


No. 96. Currency Restrictions (Travellers’ Exemption) 
Amendment Order, 1941. 
Persons leaving the United Kingdom for Eire may take 
with them bank notes or Irish currency to any amount. 
(See AccouNTANCY, September, 1940, p. 321.) 


No. 127. Order in Council adding Regulation 78 to the 
Defence (Finance) Regulations, 1939. 
The Bank of England may recognise probate or letters 
of administration granted by a court in the Isle of Man 
in connection with the transfer of Government stock. 


No. 2187 (1940). Capital Issues Exemptions Order, 1940. 
The Capital Issues Exemptions (No. 3) Order, 1939, 
is revoked and its provisions re-enacted with slight 
modifications. 
(See AccounTANCY, December, 1939, p. 66.) 


No. 73 (1941). Defence (Finance) (Definition of Sterling 
Area) Order, 1941. 

The sterling area now includes the United Kingdom 
and the Isle of Man; British Dominions, Colonies, 
protectordtes and mandated territories (excluding 
Canada, Newfoundland and Hong Kong); Egypt, the 
Anglo-Egyptian Sudan and Iraq; and the Belgian 
Congo and Ruanda-Urundi. 

(See ACCOUNTANCY, September, 1940, p. 320.) 


No. 75. Regulation of Payments (Belgian Congo and 
Ruanda-Urundi) Order, 1941. 
The regulation of payments no longer applies to the 
Belgian Congo and Ruanda-Urundi. 
No. 74. Regulation of Payments (General Exemptions) 


Order, 1941. 
All previous Regulation of Payments (General Exemp- 
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No. 2155 (1940). 
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The decision will receive general acceptance. There 
would, however, seem to be a nice problem of account- 
ancy if The Daily Telegraph, Ltd., should be held to 
have succeeded to the business formerly represented by 
the Morning Post (see the Master of the Rolls’ judgment 
in Briton Ferry Steel Company, Ltd. v. Barry (C.A., 
December 7, 1939) noted in our issue of February, 1940). 


Acts and Orders 


tions) Orders are revoked and their provisions con- 
solidated. 
(See AccounTANCY, February, p. 81.) 
No.77. Securities (Restrictions and Returns) (Amendment) 
Order, 1941. 
Securities payable in the currency of the Belgian 
Congo are removed from the scope of the restrictions 


on dealings and the obligation to make returns to the 


Bank of England. 
(See AccouNnTANCYy, November, 1940, p. 30.) 


No. 141. Securities (Restrictions and Returns) (No. 1) 
Order, 1941. 
No. 142. Acquisition of Securities (No. 2) Order, 1941. 
Holders of seven sterling dated securities of the 
Government of India are required to make returns to 
the Bank of England, and their holdings are to be 
acquired by the Treasury at the prices specified. 
(See AccounTANCY, February, p. 81.) 


LIMITATION OF SUPPLIES 
No. 143. Limitation of Supplies (Miscellaneous) (No. 5) 
Order, 1940. General Licence dated January 17, 1941. 
Controlled goods may be supplied without limitation 
to any police authority. * 


No. 76. Limitation of Supplies (Woven Textiles) (No. 4) 
Order, 1941. 


No. 78. Limitation of Supplies (Miscellaneous) (No. 6) 
Order, 1941. 

Goods supplied to a person before his name was 
entered on the appropriate register are deemed to have 
been supplied to a registered person if that person was 
registered on November 22, 1940, in the case of woven 
textiles, or on January 8, 1941, in the case of any class 
of goods controlled by the Miscellaneous orders. 

The previous consent of the Board of Trade must be 
obtained to any transfer of quota of woven textiles, as 
well as in the case of miscellaneous controlled goods. 

Silk hose may not be supplied by one registered 
person to another. 

Nos. 104, 105. Amendments to the General Licences 
made by the Board of Trade regarding the Supply 
of Fabric for the Replacement of Glass in Factories. 

The general licences of December 19, 1940, apply to 
fabric supplied for the purpose of complying with the 
Factories (Glass Protection) (Northern Ireland) Order, 
1941. 

(See Accountancy, February, p. 81.) 

PURCHASE TAX 

Purchase Tax (United Kingdom and 
Isle of Man) Order, 1940. 

An Act of Tynwald has imposed purchase tax in the 
Isle of Man at the same rates, and on the same classes 
of goods, as are specified in the Finance (No. 2) Act, 
1940, in relation to the United Kingdom. The Order 
accordingly makes detailed provision for the avoidance 
of double tax and other matters. 

(See AccounTANCY, February, p. 82.) 
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— TRANSPORT 
Nos. 83, 184. Railway companies (Accounts and Returns) 
Crders, 1941, Nos. 1 and 3. 

The permission formerly granted to the companies 
named in the Railway Control Order, 1939, to omit 
certain of the accounts and returns required by Section 1 
of the Railway Companies (Accounts and Returns) Act, 
1911, is renewed for the year 1940, and a similar 
permission is granted to other railway companies. 
(See Accountancy, April, 1940, p. 195.) 


= Legal 


EMERGENCY LEGISLATION 
Mortgage—legal charge—no personal covenant for payment 
by morigagor—leave of Court not required to enforce 
mortgage by sale. 

In National Provincial Bank v. Liddiard (57 T.L.R. 
195), a curious point was raised under the Courts 
(Emergency) Powers Act, 1939. The bank applied for 
the sale of property mortgaged by the defendant to the’ 
bank in 1935, and also sought leave to exercise alternative 
remedies by appointing a receiver or by taking possession. 
The mortgage was to secure money owing to the bank, 
not by the mortgagor, but by a third party, namely his 
daughter, and the form of mortgage was one commonly 
used by banks. When the daughter was unable to pay, 
the bank demanded payment from the mortgagor, who 
could choose either to pay or to run the risk of having 
his property seized by the bank. Having applied for 
leave to exercise these remedies, the bank contended 
before the Court that leave was not required because 
the Emergency Powers Act did not apply. 

Farwell, J., held that the case did not come within the 
Act. The material words of the section mention “‘ the 
person liable to satisfy the judgment or order, or to pay 
the rent or other debt, or to perform the obligation in 
question.”” The Court held “the obligation ’’ must 
mean that arising under the mortgage which the mort- 
gagee was seeking to enforce. But the mortgagor was 
under no obligation to the bank. The mere fact that the 
bank had demanded from him the payment of money 
owing by his daughter did not create an obligation to 
pay anything. If he did not pay, his property might be 
taken from him, but that dilemma did not create an 
obligation arising from the mortgage into which he 
entered, which he must satisfy. Therefore, the case did 
not come within the Act, and the respondent could 
claim no relief under the Act. 


Leave to enforce judgment or order—Counter notice. 

In Fishmongers’ Company v. Donington Finance Co., 
Lid. (1941, 1 All E.R. 137), the Court of Appeal decided 
a point of construction under the Courts (Emergency 
Powers) Rules, 1940. In September, 1940, respondents 
issued a writ against appellants claiming possession of 
leasehold property on the ground of non-payment of 
rent. With the writ they served a notice and form of 
counter-notice under the Courts (Emergency Powers) 
(Consolidation) Rules, 1940, Rule 8. On October 2, 
the appellants not having entered an appearance or filed 
a counter-notice, the respondents obtained judgment on 
an ex parte application. Two days later, the respondents’ 
solicitor informed the appellants that he had signed 
judgment against them. and required them to vacate 
the premises by October 8. On October 8 the appellants’ 
solicitor filed a counter-notice and posted a letter 
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TRADING WITH THE ENEMY 
No. 79. Trading with the Enemy (Specified Persons) 
(Amendment) (No. 2) Order, 1941. 


Previous Specified Persons Orders are revoked, and a 
revised schedule is given of traders in neutral countries 
who are deemed to be enemies. 


(See AccounTANCY, February, p. 82.) 


Notes 


informing the respondents’ solicitor accordingly. On 
October 9, before he received that letter, respondents’ 
solicitor made an ex parte application for leave to proceed 
under the judgment, supported by an affidavit that no 
counter-notice had been filed in pursuance of the Rules. 
On October 14 the order was completed. The appellants 
appealed to the Judge in chambers ; he did not deal with 
the technical objections, but on merits dismissed the 
appeal on the ground that appellants were not entitled 
to relief. The Court of Appeal held that the Judge 
ought to have allowed the appeal, because an order 
made in ignorance of an essential fact cannot stand ; 
also that the reference to eight days in the form of 
counter-notice is not a peremptory direction. 


EXECUTORSHIP LAW AND TRUSTS 
Executors—legacies—Annuities free of tax—valuation of 
deferred annuities—Rate of income tax and allowances. 

In ve Twiss, Barclay’s Bank Ltd. v. Pratt (1941, 1 All 
E.R. 93), Simonds, J., followed the decision in Re Ball 
(1940, 4 All E.R. 245) and decided that the correct date 
at which to make a valuation of annuities left by will 
was the date of the order, and consequently the material 
tates of income tax and allowances were those in force 
at that date. In the present case the principle is carried 
a step further, as the decision covers deferred annuities 
and annuities given to infants. 

The testator bequeathed annuities free of all duties 
and income tax to A.A.P. and J.A.B., and on the death 
of the survivor of himself and J.A.B., smaller annuities 
to D.L. and N.A.B. respectively, children of J.A.B., and 
on the death of the survivor of himself, J.A.B. and D.L., 
annuities to each of D.L.’s children then living. He also 
made bequests of property and chattels and gave specific 
pecuniary legacies to named persons and residuary 
legacies to charities. The income of the estate proved 
insufficient to pay the annuities and the question arose 
what method ought to be adopted to satisfy legacies and 
annuities and also at what date annuities should be 
valued and what rates of income tax and allowances 
should prevail. 

The general rule is that where valuation of annuities 
is necessary, it should be made at the date of the order ; 
this rule often prejudices an annuitant who has died 
since the death of the testator. Simonds, J., following 
previous authority, ordered that the annuities must be 
valued as at the date of the order, for which purpose the 
rate of income tax then prevailing and corresponding 
reliefs were to be taken into account. After annuities 
had been so valued, legacies and the amount of such 
valuations must be paid in full if the estate was sufficient, 
otherwise they must abate pari passu. Deferred annuities 
payable to infants should be provided for by the purchase 
of deferred annuities upon the terms of the will, and 
such annuities should be retained on their behalf. 
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Will—charity—‘‘ Charitable or benevolent objects ’—-Void 
for uncertainty. 

The difficulty of making valid charitable bequests 
has long been apparent. The word “ benevolent ”’ has 
quite a different legal effect from the word “ charitable ”’ 
and should be carefully avoided by testators. In re 
Diplock (1941, 57 T.L.R. 263) the Court of Appeal 
reversed a decision of Farwell, J. A testator left his 
residue in favour of “such charitable institution or 
institutions or other charitable or benevolent object or 
objects ’’ as his executors should select. Certain legacies 
were given and described as “ charitable ’’ ; the rest of 
the estate was in the trust of residue, and the net resi- 
duary estate amounted to £262,906. The whole fund was 
distributed among 139 charities. Farwell, J., found that 
but for the words “ or benevolent,”’ the gift of residue 
would clearly have been a valid charitable bequest. 
He held that by inserting the word “ or”’ the testator 
did not mean to extend the scope of his bounty, as the 
over-riding intention was to benefit only charitable 
objects in the strict legal sense and that, therefore, there 
was a good charitable trust of residue. 


The Master of the Rolls, delivering the unanimous 
decision of the Court of Appeal overruling Farwell, J., 
pointed out that although clearly charitable trusts 
could not fail for uncertainty, but would, if necessary, 
be carried out by a scheme cy prés, that doctrine did not 
extend to trusts for ‘‘ philanthropic ’’ or “‘ benevolent “’ 
purposes merely. Hence it behoves testators to eschew 


a The Month 
New Agency Rules 


Perhaps the most significant aspect of the far-reaching 
alterations in Stock Exchange rules announced this 
month is the advance which they signalise in the status 
and organisation of security dealing as a profession. For 
the first time, the London Stock Exchange, the 22 
Associated Stock Exchanges and the Provincial Brokers’ 
Stock Exchange have acted in concert to agree upon 
rules for the conduct of Stock Exchange business 
throughout the country. In addition, some of the 
changes are specifically designed to raise the general 
standing of intermediaries between the public and the 
Stock Exchanges. In its immediate application, the 
most important practical change is the all-round reduc- 
tion in rebate allowed to all classes of agents, other than 
country brokers, who will continue to receive half the 
gross commission. The share of banks, “ half-com- 
mission ’’ men and clerks will be reduced from one-half to 
one-third, and that of all other agents from one-third to 
one-quarter. It is universally admitted that these 
reductions are needed to offset the rising costs of Stock 
Exchange members, which on the average absorb as 
much as one-third of the gross commission. Though 
an institution such as the Stock Exchange, whose mem- 
bers are precluded from advertising, clearly has need of 
the services of outside agents, it is obviously unreasonable 
that those who merely introduce business should retain 
three times as much as the actual Stock Exchange firm 
which provides customers with statistical and advisory 
services as well as the benefit of its professional skill and 
knowledge. As the official commentary points out, “ it 
is the Stock Exchange alone which provides the central 
and indispensable factor in every transaction, namely, 
the jobbing market in stocks and shares. . . . No trans- 
action in quoted or listed securities can take place, either 
inside or outside the Stock Exchange, without reference 
to the prices that are established by that market.”” The 
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such words when directing trusts. The Court of Appeal 
could not follow Farwell, J., in ignoring the word “‘or,” 
nor in construing it as “‘and.’’ Nor could it be accepted 
that “‘ charitable ” and “‘ benevolent ” were synonymous. 
There is a long line of authorities to the effect that a 
gift for benevolent purposes is invalid, because that 
word is wider than the legal and technical definition of 
charities. | Benevolent purposes are not necessarily 
charitable in the limited legal sense. 

In certain contexts, the word “ benevolent’ might 
well bear a limited meaning, but no such context could 
be found in the present will. By omitting the word “‘ or 
the Judge below did not construe the will correctly. 
“Instead of construing the language as a whole,”’ said 
the Master of the Rolls, ‘“‘ you construe it only in bits, 
and then put the bits together.’’ For those reasons the 
appeal succeeded, and the residuary estate devolved as 
on an intestacy. Goddard, L.J., whilst holding himself 
bound by previous authority, expressed with refreshing 
candour his distaste for the artificial rule which makes a 
trust for “ charitable and benevolent purposes” good, 
but one “ for charitable or benevolent purposes ”’ bad. 
Had the testator’s mind been drawn to the fact that the 
language used would have the effect of giving his residue 
to his first cousins once removed (of whose existence he 
was unaware, perhaps) he would have deleted the word 
“benevolent.”” Perhaps the legislature would pass a 
private Act to restore to deserving charities the benefits 
which the testator intended them to receive. 

Leave was given to appeal to the House of Lords. 


in the City’ 


cost of maintaining that ‘market, with its irreplaceable 
historic experience and unique facilities, it is contended, 
fully justifies the reduced basis for the division of com- 
missions. The fact that London is also the ultimate 
market for all security dealings is also the justification 
for another change, namely, the proposal to confine 
facilities for direct access to the London market to 
provincial firms whose activities are complementary to 
those of the London Stock Exchange. The object is to 
withhold London facilities for the type of jobbing which 
consists in working up an active provincial market in 
the particular securities which happen to command 
public interest at a given moment, with the object of 
marrying deals at a jobbing turn and so diverting 
business from the London market—which is, however, 
expected to take care of balances of stock which cannot 
be set off locally. Finally, it is proposed to exclude the 
casual and often irresponsible type of agent by intro- 
ducing a register open only to persons who are or propose 
to be professionally or habitually employed in handling 
Stock Exchange business. 


Forced Redemption of India Loans 

_ Strong resentment has been aroused among the 
investing public by this month’s use of the Defence 
Regulations to enforce a compulsory repayment of 
£90,000,000 of Indian Government loans some years in 
advance of the contractual redemption dates. So taken 
aback was the market at the idea that the Defence 
Regulatiéns could be put to this use at all, that its natural 
reactions perhaps paid less than due regard to the 
strength of the motives underlying the Treasury’s 
admittedly surprising decision. As is well known, this 
country’s war purchases have given India an extremely 
favourable balance of payments vis-a-vis the United 
Kingdom. It is clearly to our interest that India should 
as far as possible accept sterling rather than goods in 
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exchange for hexproducts, and this India has done to 
such purpose that her sterling assets now exceed {140 
million. From the point of view of the Indian taxpayer, 
there is clearly a certain hardship in being required to 
continue payment of interest on sterling debt at rates 
up to 5 per cent. while receiving iriterest at only 1 per 
cent. on a huge volume of funds more than sufficient to 
pay off the high-yielding debt. And if debt was to be 
repatriated on the grand scale it clearly had to be done 
with the assistance of any general powers the United 
Kingdom Treasury could command, and not by the 
self-defeating process of bidding up for stock in the open 
market. When all this is recognised, however, it would 
seem that the holders have a legitimate grievance in 
the breach of contract involved in the anticipation of the 
legal maturity dates, which clearly raises the most 
important questions of principle. If these were the 
only stocks available for repatriation the procedure 
might be justified by over-riding necessity ; but, in fact, 
this compelling motive was lacking, for India’s sterling 
might equally well have been used to pay off other 
stocks which had already reached maturity. Admittedly, 
the redemption of these other stocks at a market price 


considerably below par might have raised an equally ° 


loud outcry from holders ; but the suspicion is that the 
dated stocks were selected for no better reason than that 
by their repayment the largest saving of interest could 
be «secured. Apart from the question of principle, 
holders have probably suffered inconvenience rather than 
hardship from this high-handed operation. Few, prob- 
ably, could afford the loss of yield resulting from the 
reinvestment of the proceeds in British Government tap 
issues, and it would be difficult to find alternative 
investments more or less identical with the original 
holdings of India Stock. Unless the Stock Exchange has 
sadly deteriorated as a market, however, it should not 
be impossible, with a little ingenuity, to find reasonably 
suitable alternatives. More important, perhaps, than 
the inconvenience to a particular set of investors is the 
uncertainty introduced into the yaluation of all Colonial 
issues by the fear that the process may be extended to 
cover premature debt redemption by other Dominions 
with accumulating sterling funds, notably Australia. 


Revenue and Markets 

Inevitably the approach of the Budget is regarded 
with some trepidation. Expenditure next year is likely 
to exceed £5,000 million (ignoring the complications 
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of the U.S. Aid Bill), while revenue on the present tax 
basis can hardly amount to more than {£1,700 million. 
Even making every allowance for savings and extra- 
budgetary receipts, the inflationary gap must be placed 
at some £1,600 or £1,700 million. In the circum- 
stances, it is hardly surprising that the Chancellor 
should emphasise the need for taxation, and some 
regret is expressed that he nevertheless showed an 
inclination to paint the financial prospect in more 
encouraging terms than could readily be justified. One 
suggestion put forward by the Economist is that revenue 
should be raised at any rate to £2,000 million by an 
additional £300 millions from taxes on services (such as 
travel, hotels and restaurants) and direct taxation on 
the lower income ranges. The trouble about any drastic 
increase in taxation is that it must tend under present 
conditions to be offset by a decline in savings, so that 
the Treasury’s total receipts are highly inelastic. For 
this reason, proposals for a direct limitation of private 
expenditure in the shops are commanding increasing 
attention. With revenue at its seasonal peak, the 
Treasury is meanwhile amply supplied with funds. 
From the turn of the year until February 15 the current 
deficit amounted only to £177 million, whereas loan 
subscriptions up to February 18 totalled as much as 
£209 million. Thus for the moment savings alone have 
been more than sufficient to cover the Treasury’s current 
requirements, quite apart from extra-budgetary receipts. 
The rapid expansion of bank credit in progress during 
the second half of 1940 has thus been temporarily 
checked, bank deposits in January actually showing a 
decline of £43 million to {£2,757 million. In recent 
weeks, therefore, stock markets have lacked the former 
stimulus of a steadily mounting total of investible 
funds resulting from credit expansion. It is interesting 
to speculate whether it is pure coincidence that this 
particular period should have seen a reversal of the 
upward movement in securities. At 68.6 the Financial 
News index of ordinary shares on February 21 showed a 
decline on the month of over 5 points. This movement 
can plausibly be explained by the increased tension 
in the Far East and the Balkans and the continued 
uncertainty as to the position of Vichy. Against these 
factors, however, may be offset our continued successes 
in the Mediterranean, and it may be doubted whether 
political factors alone would have sufficed to cause a 
decline in security prices if the Treasury had been 
pumping out fresh money as in previous months. 


Points from Published Accounts 


Hawker Siddeley Aircraft 

In previous years a consolidated balance-sheet has 
formed a part of the Hawker Siddeley Aircraft 
accounts, but this year it has been omitted. Out 
of the. total issued share and debenture capital of 
£8,778,452, as much as {5,322,865 is repayable within 
the next few years— {3,500,000 representing 4 per cent. 
first debentures, redeemable at 101 on December 31, 
1946, and £1,822,865 consisting of 5 per cent. cumulative 
preference shares, redeemable by December 1, 1949, 
by purchase up to 22s. 6d. per £1 share, or by drawings 
at that price. The debentures were issued to help 
finance the exceptional volume of business arising out 
of rearmament, and (except for the small redemption 
premium, for which provision is made annually) they 
will be repaid from the proceeds of work done. The 
redeemable preference shares are, however, in a different 
category. The sinking fund provision, which in the 


accounts for the year to July 31 last, is shown to absorb 
£190,280 of a net profit of 690,672, constitutes a heavy 
annual charge. It will become relatively more burden- 
some if in the next nine years the aircraft manufacturing 
industry falls upon lean times; and the position will 
not be rendered any easier if in the meantime the 
exigencies of the rearmament programme should involve 
the group in permanently tying up in the business 
an unduly large proportion of its available capital. 
The chairman states that the balance of the pro- 
ceeds of the debenture issue made in 1938-39 “‘ has 
now been fully absorbed by additional loans to our 
operating companies to enable them partially to finance 
work in progress for the Government.”’ This information 
is useful as explaining an increase from {2,186,250 to 
£3,386,250 in “ loans to operating companies secured by 
debentures,” and most of a decline from £1,425,012 to 
£113,977 in the cash balances. But use of the word 
“ partially’ has implications. 
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Air Raid Damage 


In the balance-sheet of H. E,} Randall the freehold ~ 


and leasehold properties are brought in at £213,089, 
but immediately below this entry is a note: ‘‘ One 
freehold and one leasehold property have been destroyed 
by enemy action.’”’ Up to now such notes (as distinct 
from the mention of damage in the directors’ report) 
have been rare. One which is less explicit is placed at 
the foot of the F. W. Woolworth balance-sheet, below 
the auditors’ certificate. It says: ‘‘In view of the 
Government’s scheme for compensation and insurance 
in respect of war damage, no account has been taken in 
respect of such damage to property and fixtures, other 
than provision for the contribution and premium payable 
under the War Damage Bill.” Incidentally, the pre- 
liminary statement, which compared the record net 
profits of £7,958,160 (subject to tax) with £7,612,601, 
earned in 1939, failed to mention that the first figure 
had been struck after deducting £150,000 for the new 
insurance charge. The freehold properties are stated 
separately from leaseholds; and fixtures, fittings and 
furniture are also given an item to themselves. The 
total figure for these items is £12,680,588. It is not 
mere coincidence that both these companies making 
admission of damage to property are distributing con- 
cerns with many branches, for their frankness gives 
nothing away to the enemy. In many other cases a 
note such as is desirable from an accounting angle is 
not permissible from the strategic point of view. 
Another reflection of air-raid damage is to be found in 
the Imperial Tobacco balance-sheet. This time the 
stock figure of £31,781,496, which compares with 
£39,936,204 a year ago, includes “ estimated amounts 
recoverable under War Risks Insurance Policies in 
respect of leaf damaged or destroyed.’’ The comparison 
given must, therefore, understate the true scale of the 
physical exhaustion of leaf stocks. It would have been 
better had the estimated insurance recoveries been in- 
cluded with debtors rather than stock, for exchange and 
shipping difficulties make it problematical whether they 
can be converted back into stock with any readiness. 


Directors’ Remuneration and E.P.T. 

A point of wide importance is raised by a proposal 
to increase the directors’ fees of John White (Im- 
pregnable Boots). Turnover having quadrupled since 
the company’s formation in 1933, there is a prima facie 
case for adjustment of fees, though current prosperity 


is, of course, not unconnected with the receipt of sub- 


stantial Government orders. The proposal now advanced 
is that, in addition to their fixed fees of £200 per annum 
each, the directors shall receive 5 per cent. of profits 
in any year in which these exceed £30,000 per annum. 
The point is that these profits are to be calculated after 
charging all expenses except income tax, E.P.T. and 
N.D.C. ; and although the new basis of remuneration 
is to apply to 1940, as well as to the current and future 
years, the 1940 accounts only show the profit (£52,814) 
after providing for E.P.T. The liability under that 
head may have been large, or it may have been small ; 
in any case, shareholders are left completely in the dark 
as to the total amount which the directors will receive 
in fees for 1940, and they are given no indication of the 
sum which is likely to be involved in directors’ remunera- 
tion in future vears. If the argument be that the 
additional remuneration will for the most part leave 
equity earnings unaffected, since the company’s liability 
to E.P.T. will be correspondingly reduced, then a very 
big issue is raised. Indifference by shareholders to the 
destination of ‘‘ excess”’ profits would be a not un- 
expected by-product of 100 per cent. E.P.T. 
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Selfridge Accounts 

A capital adjustment scheme providing, among other 
things, for the issue of new debenture stock, is such a 
vara avis in these days of a closed capital market as 
to compel attention. The scheme was submitted with the 
accounts of Selfridge & Company for the year to Jan- 
uary 31, 1940. The balance-sheet showed assets of 
£5,062,032. These included an amount of {114,190 
due by the former managing director, Mr. Gordon 
Selfridge, and there was a note intimating that there had 
been deposited in respect of this account “‘ £317,000 
ordinary stock (the market value of which is nominal) 
of the Gordon Selfridge Trust, Ltd., the principal asset 
of which is the ordinary shares of Selfridge & Co., 
Ltd.’ To deal with the other notes and with the quali- 
fications in the auditors’ report would be to conduct 
an unnecessary post-mortem. Under the adjustment 
scheme a new company is being formed to take over the 
trading assets and liabilities and certain properties. 
A pro forma balance-sheet as at January 31, 1940, for 
this new trading company, shows it to be vested with 
assets of £3,868,993, this including net cash of £94,845 
accruing from the issue of £300,000 new debenture 
stock at par after paying £96,155 to William Whiteley 
and £109,000 to the Inland Revenue. With the share 
capital fixed at the arbitrary figure of £1,000,000 the 
new company is able to show a capital reserve of 
£1,093,737 ; this, it is anticipated, will be more than 
sufficient for any necessary writing-down of assets, 
which will be undertaken at a more propitious date. 
The existing £936,390 of 4 per cent. debentures of 
Selfridge & Co. are exchanged into an equal amount of 
5 per cent. debentures in the new company, the higher 
interest rate being recognition of the debenture-holders’ 
assent to the creation of the £300,000 of new debenture 
capital, which takes the form of a prior lien stock. These 
changes leave the old company with an assets total of 
£3,871,485, of which £1,000,000 represents the invest- 
ment in the new trading company, and /1,689,311 is 
curtly described as ‘‘ unrepresented values.’’ One of the 
influences making the scheme necessary was the burden 
of the guarantee of a dividend of 25 per cent. per annum 
on the £450,000 of Whiteley ordinary stock for fifteen 
years from February, 1927. In settlement of the last 
three years of the guarantee, Whiteley ordinary stock- 


holders receive ‘‘B” income redemption stock of | 


Selfridge & Co. Arising out of the guarantee there is 
£197,216 owing by Selfridge & Co. to Whiteleys. Approxi- 
mately half of this is to be satisfied by the issue of “‘ A ’”’ 
income redemption stock of Selfridge & Co., and the 
other half is to be repaid in cash. It is here that we 
come to the unusual feature of the scheme, for existing 
debenture holders of Selfridge & Co. have consented to 
the creation of a prior lien so that not only may the 
Inland Revenue be satisfied and additional working 
capital secured, but part of a loan ranking (with trade 
creditors) behind their stock may be repaid in cash. 


AUDITORS REPORTS ON BALANCE SHEETS 

With reference to the communication dated Decem- 
ber 5, 1940, addressed to practising members of the 
Society in Great Britain and Northern Ireland concerning 
Auditors’ Reports on Balance Sheets, it is requested 
that any enquiry from companies concerned as sug- 
gested in that letter, should be addressed to 

The Technical and Trade Section, 
Censorship Division, 

Ministry of Information, Malet Street, London, W.C.1. 
instead of to the Ministry of Home Security. 

It is desired that any information submitted for 
consideration may be forwarded to the Ministry of 
Information in duplicate. 
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LETTER TO THE EDITOR 


The Presentation of Trust Accounts 

Si1r,—I have read Mr. Heaton’s discussion of the 
principles to be followed in presenting trust accounts, 
and I have studied the example statement of realisation 
and distribution which he appends to his article with 
considerable interest. 

I assume from Mr. Heaton’s statement that he would 
express a preference for presenting trust accounts in 
narrative form. For my part, however, I think a good 
deal of justification is necessary, when preparing final 
accounts from books maintained on the commercial 
system, for departing from an accounting design in 
favour of a narrative design. I do recognise that there 
are some beneficiaries who more readily understand a 
narrative form, but in the majority of instances I have 
found from experience that most beneficiaries, trustees 
and their advisers quite easily understand the estate 
account, income account and balance-sheet presentation, 
with supporting schedule, swhere this combination is 
carefully designed to give effect to the principles which 
Mr. Heaton discusses in his article. For this reason 
I should prefer that a narrative form of presentation 


was treated as an alternative method to be used in ~ 


exceptional cases. 

Mr. Heaton draws attention to the work of the 
Incorporated Accountants’ Research Committee, and 
I should like to mention that a thorough revision of the 
design of presented trust accounts is one of the matters 
which had already received its attention. The com- 
pleted revision was ready for incorporation in the work 
on the design of accounts, but unfortunately the publica- 
tion of this book has had to be suspended until the 
return of more normal times. 

Perhaps I might mention that the Committee also 
had in hand an investigation of the relationship between 
the commercial and legal systems of maintaining trust 
books and the presented accounts which those systems 
presuppose. 

I am, Sir, 
Yours truly, 
F. SEWELL Bray. 

London, 

February 11, 1941. 
(Mr. Bray is a member of the Incorporated Accountants’ 
Research Committee—Ed. ACCOUNTANCY]. 


IN PARLIAMENT 


PURCHASE TAX 

Sir Kingsley Wood stated that he was considering 
whether further steps could be taken in connection 
with the position of small unregistered wholesalers and 
manufacturers. Representations had been made that 
purchase tax was paid twice over on certain manu- 
factured articles which were made from materials 
which had already borne purchase tax. 


LOCAL AUTHORITIES (ACCOUNTS) 

Mr. Lipson asked the Minister of Health whether 
he would suspend the customary audit of municipal 
authorities’ accounts, in order to release the man-power 
employed for more urgent war needs and to afford a 
measure of relief to the staffs of local authorities. 

Mr. Brown replied that he had no power to suspend 
the statutory provisions, but he was confident that 
auditors would gladly co-operate with local authorities 
in all practicable steps to relieve the strain on the staff 
concerned. The district auditors had an independent 
responsibility, and the Ministry was not empowered to 
instruct them. 
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WAR DAMAGE COMPENSATION (CLAIMS) 

Captain Crookshank said he was not aware that 
building societies were insisting on the employment of a 
surveyor to assess damage to house property by enemy 
action. There was no requirement by the Government 
that claims should be drawn up with professional advice. 
Where the claimant preferred to employ a surveyor 
the apportionment of the expenditure involved would 
seem to be a matter for private arrangement between the 
mortgagor and the mortgagee. 


WAR INDUSTRIAL PLANT (RENEWALS 
ACCOUNT) 

Mr. Cary asked the Chancellor of the Exchequer 
whether, in view of the fact that a high percentage of 
war industrial plant is working at full capacity and that 
much of it will have to be replaced if the pressure of 
work is to continue, he will state the special concessions 
which exist to enable companies to set aside suitable 
sums to a plant-renewals account ; and, further, are any 
new financial concessions under consideration to enable 
industry to set aside still larger sums which may be 
required for this purpose ? 

Sir K. Wood: I assume that my hon. Friend refers 
to allowances made in respect of plant and machinery 
in computing profits for taxation purposes. Annual 
allowances are given in respect of the wear and tear of 
plant and machinery and where, owing to war produc- 
tion there is an abnormal wear and tear by reason of 
working additional shifts, the normal annual allowance 
can be increased. Where plant or machinery has become 
obsolete and is replaced before the allowances for wear 
and tear have amounted to its cost less scrap value, a 
further allowance may be claimed. For Excess Profits 
Tax purposes, an allowance may be claimed in respect 
of exceptional depreciation due to the war of buildings, 
plant and machinery provided for the purposes of a 
business since the beginning of 1937 and, as I stated on 
December 19 last, in reply to a question by my hon. 
Friend the Member for Aylesbury (Sir S. Reed) I have 
decided to propose in my next Budget a similar allowance 
for the purposes of Income Tax and National Defence 
Contribution. The effect will be to allow for taxation 
purposes any loss incurred by a trader in providing 
additional buildings, plant and machinery for the war 


effort. 
WOVEN TEXTILES ORDER 

The President of the Board of Trade (Mr. 
Lyttelton) announced that because of increasing 
demands for essential war purposes the quotas for cotton, 
linen or silk piece goods and made-up goods must be 
reduced to 20 per cent., and the quota for rayon goods 
to 40 per cent., for the period after March 31. 

EXPORT TRADE 

The Prime Minister (Mr. Churchill), in reply 
to a question by Mr. Liddall, said that in spite of the 
reduction in the volume of exports, there was a heavy 
burden of work on the Department of Overseas Trade 
in assisting exporters to overcome their many and 
complex difficulties. The Department worked in the 
closest collaboration with the Board of Trade and the 
Export Council and special care was taken to avoid 
overlapping. — 

PREVENTION OF FRAUD ACT 

Mr. Lyttelton stated that he had received no serious 
complaints recently of the activities of share-pushers. 
Section 12 of the Prevention of Fraud (Investments) 
Act was already in force. He did not think in present 
circumstances he could justify putting into force the 
complicated provisions governing the licensing system, 
but he would do so as soon as possible if share-pushers 
again became active. 
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FOREIGN CURRENCY (UTILISATION) 

Sir Kingsley Wood, answering a question by Mr. 
Pethick-Lawrence, announced that every resident 
going outside the sterling area, except on national service 
or on business of national importance, was required to 
sign a declaration that he would not have any funds 
remitted, either directly or indirectly, from this country 
for his maintenance abroad, and would not seek to 
divert dollar income which would have been surrendered 
to the Treasury had he remained in this country. It 
was an offence involving heavy penalties for a resident 
to utilise foreign currency which he should surrender 
for the maintenance of his wife or family outside the 
sterling area, or to procure foreign currency for that 
purpose either by promising repayment at a later date 
or by undertaking to make a payment in this country 
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on behalf of a resident abroad, or by other similar 
devices. The Chancellor emphasised that such arrange- 
ments deprived the nation of currency assets, even 
though at first glance no money appeared to leave the 
country. The provisions would be most strictly 
enforced. 


BOOKS RECEIVED 


Purchase Tax Calculator. (Issued in loose sheets.) 
(George Routledge & Sons, Ltd., London. Price Is. 6d. 
net 


Income Tax for H.M. Forces. By Captain G. B. Burr. 
' (Taxation Publishing Co., Ltd., London. Price 1s. net.) 
Loose-Leaf War Legislation, 1940-41. Edited by John 
Burke. Parts 1-7. (Hamish Hamilton (Law Books), 
Ltd., London. Price 5s. net each part.) 


Society of Incorporated Accountants 


RESULTS OF EXAMINATIONS 


DECEMBER 1940 
Passed in Final 
Order of Merit 
WALKER, FRANCIS MILWARD, Deputy City Treasurer, Oxford. 
er Certificate of Merit. Disqualified for prize by age 
imit. 
WHITAKER, CHARLES McDona_p, Clerk to Slater & Dominy, 
Cambridge. (Second Certificate of Merit and prize.) 
Futt, Harotp Francis, City Treasurer’s Department, 
Plymouth. (Third Certificate of Merit and prize.) 
Davis, Wit.1aM LeEsttz, Clerk to W. E. Warrington (Baker 
& Co.), Northampton. (Fourth Certificate of Merit and 
prize.) 

Watts, CeciL FREDERICK, Clerk to Cooper & Cooper, London. 
(Fifth Certificate of Merit.) 

Alphabetical Order 

Atkin, ALEC JOHN SPENCER, Clerk to H. Bennett, Platts 
& Co., Nottingham. 

Beatty, SAMUEL Davin, Assistant City Accountant, London- 


derry. 

BEESON, WILLIAM LAWRENCE, Clerk to William Munro, 
Grimsby. 

Birks, BENJAMIN SILKsTONE, Clerk to Wilson, Bigg & Co., 
London. 


Boyp, WILLIAM RoBeErt, Clerk to Muir & Addy, Belfast. 
Brown, Joun McCance, Clerk to Rawlinson, Allen & White, 
Belfast 


Browne, Nok, Clerk to W. T. Plummer (Mitchell & Plum- 
mer), Luton. 

CHATTERJEE, SUDHIR Kumar, B.A., formerly with Batliboi 
& Purohit, Calcutta. 

DaviEs, LEonarRD, Clerk to A. E. Sherrey, Garland & Co. 
Birmingham. 

Dennis, REYNOLD, Clerk to Laverick, Walton & Co., Sunder- 


land. 

Dickinson, HAROLD ALEXANDER, Clerk to Goldie, Campbell 
& Robins, Halifax. 

Dyson, RIcHARD WILLIAM, Clerk to Langley, Stuttard & 
Co., Nelson. 

FERROW, JAMES Ronatp, Clerk to T. W. Spencer & Co., 
Newcastle-upon-Tyne. 

GARDNER, PETER Dennis, Clerk to A. T. Keens (Keens, 
Shay, Keens & Co.), London. 

GARNER, JOHN Dawson, Clerk to John Gordon, Harrison, 
Taylor & Co., Leeds. 

Gr1Bson, WILLIAM MurRRAY, Clerk to Rattray Bros., Alexander 
& France, Glasgow. 

me AnTHONY, Borough Treasurer’s Department, 

—— Sruart Boyp, Clerk to Gundry Cole & Co., 

on. 

HENSHALL, Ronatp, Clerk to Frank Whitaker, Manchester. 

Hicgucock, RicHarRD Gzorcez, Clerk to George H. & R. 

Highcock, Liverpool. 


HINCHCLIFF, FRANK Eric, Clerk to Peat, Marwick, Mitchell 
& Co., Nottingham. 

Jones, ARTHUR, Clerk to Bryce, Hanmer & Co., Liverpool. 

Jorpan, Eric Ricnarp, Clerk to Eric Portlock (Portlock 
& Co.}, London. 

KRISHNAMOORTHY, BANGALORE, formerly Clerk to S. R. 
Mandre & Co., Bangalore. 

LANE, JOHN RosBeErt, formerly with Spicer & Pegler, London. 

LarGE, Ertc CHARLES STANLEY, Clerk to H. G. Kingscott 
(Kingscott, Dix & Co.), Gloucester. 

Lowe, LAWRENCE WILLIAM, Clerk to Turquand, Youngs, 
McAuliffe & Co., London. 

McKewnziz, Tuomas, Clerk to A. T. Niven & Co., Edinburgh. 

MARSHALL, HARRY EpmuNp; Clerk to Howard Morris & 
Crocker, Portsmouth. 

Mason, ReGinaLp Harry, Borough Treasurer’s Department, 
Southport. : 

MINTER, WALTER HarRo_p, Clerk to Spain Brothers, Dalling 
& Co., Brighton. 

Pacett, RALPH TReEvoR, Clerk to E. C. Milner, Halifax. 

Paytor, Cyrit STANLEY, Clerk to Atkinson, Smith & 
Atkinson, Leeds. 

PEARSON, GEOFFREY EvusTACE, Clerk to Deloitte, Plender, 
Griffiths & Co., Cardiff. 

REGGLER, EDWARD ARTHUR, Clerk to Peat, Marwick, Mitchell 
& Co., London. 

Re1p, JoHN FLEMING, Clerk to George A. Touche & Co., 
London. 

RoBERTS, ERNEST GEOFFREY SNOWDEN, Clerk to Geoffrey 
Morgan (Morgan Brothers & Co.), London. 

Roserts, Ivan, Clerk to E. H. B. Butler, Worcester. 

ScEats, NoRMAN STANLEY, Borough Treasurer’s Department, 
Morley. 

Stocks, om Clerk to Walter Bentham, Bradford. 

STURGESS, KENNETH TERENCE, Clerk to Viney, Price & 
Goodyear, London. 

SURMAN, CHARLES EpwarpD, Clerk to Morgan Brothers & Co., 
London. 

SurcuiFreE, Roy, Clerk to C. L. Townend (Charles L. Townend 
& Co.), Halifax. 

Terry, Ronatp Epcar, Clerk to Rawlinson, Smith & 
Mitchell, Bradford. 

WappiIncTon, ARTHUR, Clerk to F. Arthur Pitt & Co., 
Manchester. 

WEBB, WINIFRED MARGARET LaAno, Clerk to Miss E. Watts 
(E. Watts & Co.), London. ; 

WuiTELEY, THoMAs JosEPH, Clerk to E. Warwick, Broadbent 
& Co., Leeds. . 

WorLEDGE, WI1xt1M, Clerk to F. W. Clarke & Co., Leicester. 

SUMMARY :— 
5 Candidates awarded Honours. 
48 Candidates passed. 


65 Candidates failed. 
118 Total. 
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_Passed in Intermediate 


Order of Merit 
BEAVER, GEORGE WILLIAM, Clerk to Cecil Tild & Tonks, 
Wolverhampton. (First place Certificate. ified 
for prize by age — 
Alphabetical Order 
ANDREW, JOHN FREDERICK, Clerk to Alan P. Burton (Alan P. 
Burton & Co.), Keighley. 
BaRRETT, HARRY JosEpH, Clerk to Howard Morris & Crocker, 
Portsmouth. 
BERROW, NEVILLE Harry, Clerk to R. Wilson Bartlett 
(Walter Hunter, Bartlett, Thomas & Co.), oT a Mon. 
BLAKEMORE, BERNARD FREDERICK, Clerk to P 
(Harper, Kent & Wheeler), Shrewsbury. 
BowLING, JOHN GREENWOOD, Clerk to R. H. March, Son 
& : 


BRAZIER, ROBERT WILLIAM, Clerk to Arthur W. Cockerill 
(Hatfield, Dixon & Co.), London. 

Bytes, Douctas Rousset, Clerk to H. R. C. Lillywhite 
(Buzzacott, Lillywhite & Co.), London. 

CRABTREE, JOHN CLIFFORD, Clerk to John E. Shaw, Rossen- 
dale 


CRANE, ALBERT Gorpon, Clerk to Alban & Lamb, Newport, 
Mon. 

Cross, ALAN Harry, Clerk to Coles, Mair & Co., Newport, 
1.0.W. 


Essery, WILLIAM STANLEY, City Treasurer's Department,” 


Plymouth. 

Eyres, JoHN Henry, Borough Treasurer’s Department, 
Wembley. 

ForDYCE, JOHN ALIsTaIR, Clerk to Miss M. M. Legg (Walter J. 
Smith & Son), London. 

Foston, PETER WILFRED, Clerk to Charles A. J. Peplow 
(Anderson & Peplow), Newton Abbot. 

GERLIS, ALBERT INGRAM, Clerk to Leslie I. Prager, London. 

Gopwin, ALAN CHILDE, Clerk to W. Adams, Borough 
Treasurer, Wolverhampton. 

GoopALL, Harotp Percy (Thos. Goodall & Son), Cork, 
Practising Accountant. 

Hatiipay, Maurice, Clerk to C. L. Hamer (Chipchase, 
Wood & Co.), Middlesbrough. 

HEAD, PETER CHARLES, Clerk to Morris Lodge, Borough 
Treasurer, Weymouth. 

HEDLEY, RAYMOND PERCIVAL, ews. J. Hakim (Clements, 
Hakim & Co.), London. 

HEDLEY, ROBERT JOHN, Clerk to " W. Horton (Sanders, 
Horton & Co.), Cardiff. 

HoLMES, FREDERICK SHALES, Clerk to L. W. H. Evans 
(Camm, Metcalfe & Co.), Sheffield. 

Howe, NoRMAN HERBERT FREDERICK, Clerk to T. H. 
Waterhouse (Waterhouse & Francis), Bexhill-on-Sea. 

Jackson, Cyrit, Clerk to Andrew Brodie (J. Paterson, 
Brodie & Son), Stoke-on-Trent. 

JouNson, STANLEY BARKER, County Accountant’s Depart- 
ment, Kent County Council, Maidstone. 

KaSSELL, JOHN GEOFFREY AMBROSE, Clerk to Herbert 
Holmes, Pontefract. 

KEEPING, JOHN Maurice, Clerk to A. H. Edwards (Edwards 
& Edwards), Dorchester. 
KENWoRTHY, HAROLD WILLIAM Clerk to Sir Thomas Keens 
(Keens, Shay, Keens & Co.), Leighton Buzzard. 
LanE, HarRY CHARLES, Clerk to Wm. Home, Cook & Co., 
Edinburgh. 

LEGGETT, Francis Percy, Clerk to J. H. Godfrey (Henry 
Bramall & Co.), Sheffield. 

McNIcHOLL, Francis Henry, B.Comm., Clerk to Magennis, 
Burns, Griffin & Co., Cork. 

Maysmor-GEE, THOMAS CHARLES, Clerk to W. E. Warrington 
(Baker & Co.), Northampton. 

Meuta, Jack, Clerk to William Harling, Blackpool. 

MELLOoR, JOHN ALBERT Ritzy, Borough Treasurer’s Depart- 
ment, Pontefract. 

NewMan, CHARLES GEorGE, Clerk to A. C. Shay (Keens, 
Shay, Keens & Co.), London. 

Noran, Witiiam, Clerk to Robert J. Kidney (Robert J. 

- Kidney & Co.), Dublin. 

PaciELLo, JoHN ALFRED, Clerk to F. J. Notley (Lucian J. 
Brown & Notley), Ne , Mon. 

REAKES, STANLEY JOHN, lerk to F. E. Price (Alban & 
Lamb), Newport, Mon. 
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ReitH, GEorGE Stuart, Clerk to A. G. Mortimer, London. 
Russet, SamMuEL GrorGe, Clerk to James Baird & Co., 
Coleraine 


Sampson, JOHN Downes, Clerk to Robert Stewart (J. A. 
Harris & Co.), Barnsley. 
SuHaw, Donatp, Clerk to Ernest Sheard (Fred Sheard & 
Sons), Huddersfield. 
Taytor, NorMAN Dennis, Clerk to J. W. Richardson (Wells 
& Richardson), Sheffield. 
Topp, CiiFForD NewrTon, Clerk to T. R. G. Rowland (W. T. 
Walton & Son), West Hartlepool. 
WALTERS, WILLIAM CHARLES, Clerk to Albert Richardson 
(A. & E. Law & Co.), Walsall. 
Warp, Cyrit Witiiam, Borough Treasurer's Department, 
Scunthorpe. 
WaRREN, KENNETH STANLEY, Clerk to Robert Cairns (F. W. 
Clarke & Co.), Leicester. 
Watts, SPENCER FREDERICK, Clerk to Henry White (Henry 
White & Co.), London. 
Wittiams, BERNARD AvuGustus, City Treasurer's Depart- 
ment, York. 
SUMMARY :— 
1 Candidate awarded Honours. 
49 Candidates passed. 
58 Candidates failed. 


108 Total. 


Passed in Preliminary 
Order of Merit 
WiLson, SAMUEL JOHN, Ravenhill, Crumlin, Co. Antrim. 
(First place Certificate and prize.) 
Alphabetical Order 
BarTON, ARTHUR FRANCIS, 39, Russell Avenue, London, N.22. 
BoULGER, NORMAN Tuomas, 19, Sylvan Avenue, Levens- 
hulme, Manchester. 
BRIERLEY, Eric SMITH, 22, Bosworth Square, Rochdale. 
Brown, ALAN, 3, Hunts Park, Donaghadee, Co. Down. 
CHAPMAN, KENNETH ASHLEY, 21, Goverton Square, Highbury 
Vale Estate, Bugwell, Nottingham. 
CRILLY, MaurIcE BRENDON, 77, Cavendish Street, Belfast. 
Dawson, GEORGE Lams, Clarisdale, Cambrian Place, Ulver- 
ston. 
Fawcett, Ronatp, 19, Low Ash Grove, Wrose Hill, Shipley. 
FosTER, KENNETH, 64, Tivoli Place, Little Horton, Bradford. 
GARFORTH, RoBeErtT, 65, Preston New Road, Blackpool. 
HoimeEs, Maurice, 11, Bellfield Road, Morecambe. 
Jermyn, Henry CEciL, Baravore, 104, Ballymun Road, 
Glasnevin, Dublin. 
Kinc, Dennis GEORGE, 39, Hall ‘Street, Sherwood, Notting- 
ham. 


Kirk, HuGu, 33, Ballygomartin Road, Belfast. 
LakE, GEorRGE, 23, Sydney Road, Bootle. 
LonspDALE, GLyNn, 811, Leeds Road, Thackley, Bradford. 
MAXWELL, FRANK, 53, Melbourne Street, Manchester. 
NIELSEN, ALAN, Highfield, Little Weighton, Hull. 
PHILLIPS, LAURENCE HENRY, Three Lions, Meadrow, 

Godalming. 
Ross, JaMes DuNntop, San Remo, 74, Martinez Avenue, 

Bloomfield, Belfast. 
RussE._t, JoHn Ranson, 3, Gilford Avenue, Sandymount, 

Dublin. 
SoutH, ALBERT, 8, Chorley Wood Avenue, Burnage, Man- 

chester. 
TARRAN, JOHN, 212/4, Thornton Road, Bradford. 
THOMPSON, STUART ARTHUR, 21, Kempshott Road, Streatham, 

London, S.W.16. 
Upton, LEonaRD, 9, Ashley Avenue, Manchester. 
WHITELEY, Roy Jackson, 2, Holly Park Grove, Lidget 

Green, Bradford. 
WILKEs, TREVOR, 134, Temple Road, Willenhall, Wolver- 

hampton. 
SUMMARY :— 

1 Candidate awarded Honours. 

27 Candidates passed. 

17 Candidates failed. 


“45 Total. 
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EXAMINATIONS OF THE SOCIETY 


The next examinations of the Society—Preliminary, 
Intermediate and Final—will be held on Wednesday, July 30, 
Thursday, July 31, and Friday, August 1. Applications 
should reach Incorporated Accountants’ Hall not later than 
Friday May, 30. 

There will be an Examination Centre in the North of 
England and one in the South of England (away from the 
large cities). Examinations will also be held at Glasgow, 
Dublin and Belfast. Residence will be arranged for candi- 
dates at the two Centres in England and further particulars 
will be sent in due course to candidates who intimate their 
desire to present themselves. 


MEMBERSHIP 


The following promotions in and additions to the mem- 

bership of the Society have been completed :— 
ASSOCIATES TO FELLOWS. 

Forster, George Henry (Alban & Lamb), Newport 
(Mon.), Practising Accountant ; Salter, Albert (Alban and 
Lamb), Newport (Mon.), Practising Accountant. 

ASSOCIATES 

Benfield, Donald Philip, Clerk to Broads, Paterson 
and Co., London ; Brewerton, Stanley, Bradford ; Collier, 
George Metcalfe, Borough Treasurer’s Office, Hornsey ; : 
Coulson, Thomas James, Clerk to J. A. Kinnear & Co., 
Dublin; Crowther, Norman, Manchester ; Dunkerley, 
James Eric Briggs, Liverpool ; Fowler, William Kenneth 
Viner, Johannesburg ; Gardner, William James Douglas, 
Clerk to Dixon Wilson Tubbs & Gillett, London ; Gould, 
Charles Clifford Warboys, Clerk to Graham, Smart and 
Annan, London; Hamilton, George Clifford, Clerk to 
Blease & Sons, Liverpool; Jawalkar, Dhondogovind, Shola- 
pur, India; Murray, Frederick, Bloemfontein ; Richard- 
son, Joseph Patrick, Johannesburg ; Rookwood, Dan 
Francis, London ; Sharpe, Leslie, Carlton, Notts. 


DISTRICT SOCIETIESAND BRANCHES 


SCOTTISH BRANCH 
Scottish Council 

A meeting of the Council of the Scottish Branch was held 
in Glasgow on January 31, Mr. R. T. Dunlop in the chair. 

The death since last meeting of Mr. W. D. Fisher, F.S.A.A., 
Glasgow, one of the hon. auditors of the Branch, was reported. 
Mr. John Steel Gavin, Jun., F.S.A.A., Glasgow, was appointed 
to fill the vacancy until the annual meeting. 

The Secretary reported on a number of matters connected 
with the war legislation affecting the profession in Scotland. 


LONDON STUDENTS SOCIETY 
The Committee have decided that, in order to economise 
in paper and postage, the annual report and accounts for 
1940 shall not be circulated to members individually. Copies 
of the. report and accounts will be available at Incorporated 
Accountants’ Hall for inspection by any member of the 
Students’ Society and the accounts will be laid before the 
annual general meeting to be held on March 25 at 4.30 p.m. 
A course of three lectures on the Excess Profits Tax will 
be given at Incorporated Accountants’ Hall by Mr. H. A. R. J. 
Wilson, F.C.A., Incorporated Accountant, on March 25, 
April 22 and May 13. All the lectures will commence at 
5 p.m. All members of the Parent Society and the Students’ 
Society are invited. 
DEVON AND CORNWALL 
An informal luncheon was held at Plymouth on January 30, 
and was attended by thirty-two members and visitors. 
Mr. John Ainsworth, F.S.A.A., City Treasurer of Plymouth, 
ave a highly interesting address or ‘‘ The City Treasury,”’ 
illustrated by photographs of the machinery in use. 


PERSONAL NOTES 


The Minister of Food has appointed Mr. J. F. Bodinnar, 
Incorporated Accountant, to be Commercial Secretary 
(unpaid) to the Ministry. 

Mr. John D. Imrie, J.P., M.A., B.Com., F.S.A.A., City 
Chamberlain, Edinburgh, has been appointed by Lord 
Alness, president and chairman of the Scottish Savings 
Committee, to be a member of the Executive Committee, 
in order that close touch may be kept with the progress of 
the campaign throughout the country. 


ACCOUNTANCY 


March, 1941 


Mr. G. P. Hickman, Incorporated Accountant, has com- 
menced public practice at 29, Kingston Road, Staines, Mdx. 

Mr. W. H. G. Cocks, Incorporated Accountant, has been 
appointed County Treasurer and Accountant to the Glamorgan 
County Council. 

Owing to the regretted death of Mr. Owen Kenrick Morgan, 
Incorporated Accountant, the practice of Messrs. Kenrick 
Morgan & Co., Skegness, will in future be carried on by Mr. 
H. S. Fox, Chartered Accountant, and Mr. George H. Watkins, 
Incorporated Accountant (at present serving in H.M. Forces). 


REMOVALS ‘ 


Mr. E. Woolley, Incorporated Accountant, announces a 
change of address to Stock Exchange Buildings, 33, Great 
Charles Street, Birmingham, 3. 

Mr. E. T. Kemp, Incorporated Accountant, has removed 
his offices to 9, Oakmount Avenue, Southampton. 

Messrs. Tessier, Son & Randall, Incorporated Accountants, 
announce that they are practising in future at 19, Lansdowne 
Court, Brighton Road, Purley. 


We have been advised of the following changes of address 
which have arisen from enemy action : 

Mr. Henry Finck, Incorporated Accountant, to 78, Queen 
Victoria Street, London, E.C.4. 

Messrs. Morgan, Back & Co., Incorporated Accountants, 
to 50, Gresham House, Old Broad Street, London, E.C.2. 


OBITUARY 
ERNEST ALBERT HARRIS 

We have learned with much regret of the death in hia. 
New South Wales, of Mr. E. A. Harris, A.S.A.A., F.C.A. 
(Aust.), a partner in Messrs. Harris & Horne and also in 
Messrs. Ford, Rhodes & Harris. Mr. Harris was 70 years of 
age. He became a member of the Society of Incorporated 
Accountants in 1903 and two years later commenced public 
practice in Sydney, subsequently acquiring branch offices 
in other towns in Australia. 

OWEN KENRICK MORGAN 

We regret to record that Mr. Owen Kenrick Morgan, 
A.S.A.A., was killed by enemy action in January last, at the 
early age of 44. Mr. Morgan had been practising as an 
Incorporated Accountant in Skegness since 1927, when he 
acquired the practice of the late Mr. H. W. Woodroffe, A.C.A., 
formerly his employer. His articles, served in the office of 
Messrs. Saunders, Horton & Co., Cardiff, were interrupted 
by military service, and he became a member of the Society 
in 1922. He was elected to Skegness Borough Council in 
1936 and re-elected in 1939. He was Chairman of the Finance 
and General Purposes Committee and a member of the 
Skegness Food Control Committee. He was also Chairman 
of the local East Coast Distress Committee and represented 
Lincolnshire on the National Committee. 

ARTHUR SHEPHERD WADE 

An announcement was recently made of the regretted death 
of Mr. A. S. Wade, who for many years was City editor of 
the Daily News and Siar and later of the Evening Standard. 
He was born in Lancashire and commenced his journalistic 
career as a reporter for Lancashire papers. He made himself 
well known in London and enjoyed a wide circle of friends, 
both among financial journalists and among members of the 
accountancy profession. He addressed meetings of the 
Incorporated Accountants’ Students’ Society of London and 
was a frequent and welcome visitor at Incorporated 
Accountants’ Hall. His genial disposition and readiness to 
give his time and ability to all who were interested in financial 
and economic questions earned for him both popularity and 
esteem. 


STERLING AREA ACCOUNTS 

The Bank of England has informed other banks that the 
following additions have been made to the lists of permitted 
credit and debit items to the “ sterling area ’’ accounts for 
non-residents :—Permitted credits.—(i) Distribution to bene- 
ficiaries of interest, dividends, rents and similar income on 
capital of trusts set up prior to September 3, 1939 (this 
excludes any transfers of trust capital). (ii) Repayment 
of United Kingdom income tax in r t of credits per- 
mitted under (i) above and Section 3 of Notice F.E.78. Per- 
mitted debits.—(i) Bank charges. (ii) Subscriptions to 
newspapers and periodicals. 
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